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The  May  Department  Stores  Company  is  one  of 
the  largest  department  store  companies  in  the 
country;  operating  the  following  quality  depart¬ 
ment  stores  throughout  the  nation:  Lord  Ac  Taylor.  New 
York  City;  Foley's,  Houston;  May  Company;  California, 
Los  Angeles:  Hechfs.  Washington.  D.C.:  Robinsons, 

Los  Angeles;  Kaufmann's.  Pittsburgh;  Famous-Barr. 

St.  Louis:  Filene's,  Boston;  May  Company  Ohia  Cleve¬ 
land;  C.  Fox.  Hartford;  L.S.  Ayres,  Indianapolis; 

May  D&F,  Denver;  and  Meier  Ac  Frank,  Fbrtland,  Ore. 

Our  department  store  companies  hold  leading  posi¬ 
tions  in  each  of  their  markets  and  serve  areas  totaling 
115  million  people  nationwide.  We  operated  288  individ¬ 
ual  stores  in  29  states  and  the  District  of  Columbia  at 
fiscal  1989  year-end. 

In  addition.  May  Company  operates  Volume  Shoe 
Corporation,  the  nations  largest  chain  of  self-service 
family  shoe  stores,  which  operates  principally  under 
the  trade  name  Fhyless  ShoeSource.  At  fiscal  year-end. 
Volume  Shoe  had  2.746  stores  in  44  states  and  the 
District  of  Columbia. 

May  Company  employs  approximately  115.000  associ¬ 
ates  in  47  states,  the  District  of  Columbia  and  14  offices 
overseas.  Our  operating  companies  and  subsidiaries  are 
listed  on  page  35  of  this  report. 
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(millions,  except  per  share) 

fiscal  1%0 

Fiscal  1488 

Increase 

Net  retail  sales  from  continuing  operations 

$4.425 1 

1  $8,403  | 

12% 

Net  earnings  from  continuing  operations . 

$  515 

$  448 

15% 

horning*  per  share  from  continuing  operations 

.  $5.64 

$  3.04 

20% 

Annual  dividend  rate  per  share  at  year-end 

1  1.42 

$  1.28 

11% 

Return  on  net  assets . 

18.0% 

17.5% 

Return  on  equity . 

.  18.0% 

H8.6% 

KimjiI  included  55  week  s.  However.  sales  for  are  shown  on  a  52-week  basis  for  comparability. 
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The  May  Department  Stores  Company  produced 
a  year  of  continued  strong  performance  in  1686. 
Sales  increased  12.2%  to  $6.42  billion  from 
$8.40  billion.  Net  earnings  from  continuing  operations 
were  $515  million,  an  increase  of  $67  million  over 
$448  million  last  year.  Earnings  per  share  from  continu¬ 
ing  operations  on  a  fully  diluted  basis  increased  20%  to 
$5.64  from  $3.04.  This  was  our  15th  consecutive  year  of 
record  sales  and  earnings.  Over  the  past  three  years,  the 
company’s  compound  growth  rate  for  earnings  per  share 
has  been  20%. 

May  must  continue  this  momentum  with  superb 
execution  of  our  strategic  priorities  to  make  continued 
exceptional  progress  toward  our  mission  of  excellence 
in  retailing. 

Our  fourth  quarter  performance  was  strong  with  sales 
increasing  to  $3.14  billion,  up  7.6%.  Net  earnings  from 
continuing  operations  totaled  $283  million,  up  $35  mil¬ 
lion.  and.  on  a  fully  diluted  basis,  earnings  per  share 
from  continuing  operations  were  $2.00.  an  18%  increase 
over  $1.60  last  year,  before  a  charge  for  unusual  items. 

Earnings  for  the  year  benefited  by  a  $22  million  credit 
from  the  LIFO  method  of  inventory  valuation  compared 
to  a  $3  million  credit  last  year.  Fourth  quarter  earnings 
contained  a  $34  million  LIFO  credit  compared  to  a 
$13  million  credit  in  the  1088  fourth  quarter. 

In  recognition  of  May  s  excellent  performance,  the 
annual  dividend  rate  was  increased  to  $1.58  per  share 
from  $1.42.  our  16th  increase  in  the  past  15  years.  In 
addition,  it  is  anticipated  that  Venture  will  pay  an 
annual  dividend  of  approximately  $.06  (per  May  share 
following  its  planned  spin-off  later  this  year,  pending 
certain  events.  Together,  these  dividends  represent  a 
15.5%  increase. 

Our  1080  performance  w  as  supported  by  significant 
contributions  from  each  of  our  store  companies,  includ¬ 
ing  Foleys  and  Filene’s  which  completed  their  first  full 
fiscal  year  as  part  of  the  May  organization.  Our  1080 
accomplishments  clearly  illustrate  the  company's  ability 
to  execute  major  acquisitions  and  to  assimilate  these 
organizations  quickly  and  effectively.  May  has  the  finan¬ 
cial  strength,  depth  of  management  talent  and  the 
operating  systems  to  make  acquisitions  work. 

May  has  stayed  its  strategic  course  through  the 
restructuring  and  consolidation  of  the  retail  industry 
over  the  past  several  years.  We  continue  to  enhance  our 
skills  in  merchandising  and  to  foster  a  living  culture  of 
people  orientation.  These  long-standing  parallel  commit¬ 
ments  have  enabled  us  to  become  even  stronger.  Our 
store  companies  are  leaders  in  their  respective  markets, 
holding  strong  market  share  positions,  and  May  ranks 
today  as  a  powerful  company  with  a  premier  group  of 
department  store  franchises  and  the  largest  family  shoe 
store  chain  in  the  country.  Volume  Shoe  Corporation. 

The  retail  environment,  while  traditionally  competi¬ 
tive,  has  become  intensely  su  requiring  us  to  produce  at 
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our  best.  Our  locus  is  on  effective  merchandising,  pro¬ 
viding  customers  with  the  quality  and  status  names  in 
apparel,  cosmetics,  accessories  and  home  departments 
that  establish  our  stores  as  fashion  leaders.  We  have 
added  153  exciting  boutique  environments  in  our  stores 
to  enhance  the  shopping  experience,  and  we  are  a  leader 
in  exciting  new  product  launches  —  all  of  which  bring 
punch  and  visual  excitement  to  our  stores. 

Each  of  these  elements  is  an  important  contributor  to 
improved  sales  per  square  foot.  We  also  continue  to 
focus  on  productivity  improvements  through  our  aggres¬ 
sive  credit  programs,  our  investments  in  powerful  new 
stores  and  the  expansion  and  remodeling  of  our  ‘w  in¬ 
ner”  stores.  W  e  are  serving  our  customers  better  through 
stronger  organizations  created  by  the  combination  of 
several  department  store  companies  and  through  selec¬ 
tive  expansions  in  new  market  areas,  such  as  the 
acquisition  of  four  stores  in  Virginia  as  part  of  our 
Washington.  D.C. -based  Hechts  division. 

W  e  are  very  excited  and  energized  by  the  great  prog¬ 
ress  we  continue  to  make  in  providing  better  customer 
service  and  improving  selling  skills  through  our  Friend¬ 
liness  Program.  Our  customers  are  telling  us  our  stores 
are  better  places  to  shop  and  we  are  responding 
to  their  comments  made  through  our  customer  survey 
program.  Our  associates  deserve  great  credit  for  their 
enthusiastic  endorsement  of  the  program  and  for  making 
our  customers’  shopping  experiences  enjoyable  ones. 

W  e  are  proud  to  recognize  their  efforts  on  pages  10  and 
11  of  this  report. 

Our  company  is  committed  to  the  vitality  of  the 
department  store  business  and  to  Volume  Shoe.  W  e  have 
taken  steps  to  focus  our  attention  on  these  higher- growth, 
higher-return  businesses  —  by  restructuring  the  manage¬ 
ment  of  our  shopping  center  activities  through  a  new 
operating  partnership.  May  Centers  Associates,  and  com¬ 
mitting  to  the  divestiture  of  our  discount  store  segment 
through  the  sale  of  Caldor  and  the  planned  spin-off  of 
Venture. 

During  the  year,  our  Board  of  Directors  w  as  enhanced 
by  two  new  members:  Robert  D.  Storey  and  Edward  E. 

W  hitaere,  Jr.  Mr.  Storey  is  a  partner  in  the  law  firm  of 
Burke,  Haber  6c  Berick  in  Cleveland  and  Mr.  WTiitacre  is 
the  chairman  and  chief  executive  officer  of  Southwestern 
Bell  Corporation  with  headquarters  in  St.  Louis. 

May  continued  its  commitment  to  the  communities  in 
which  we  operate.  Through  The  May  Department  Stores 
Company  Foundation,  we  contributed  nationwide  more 
than  $10  million  in  1989  for  health,  social  welfare,  edu¬ 
cational.  cultural  and  civic  causes.  May  also  continued  as 
national  corporate  sponsor  for  OASIS,  the  Older  Adult 
Service  and  Information  System,  whose  nearly  100,000 
over-age -60  members  participate  in  educational,  cul¬ 
tural,  and  wellness  programs  at  the  22  centers  located  in 
our  department  stores  across  the  country.  Support  for 
education  was  a  major  theme  w  ith  May  grants  establish¬ 
ing  an  mtergenerational  tutoring  program  for  at-risk 


grade  school  students  in  conjunction  with  OASIS  and 
funding  a  school  restructuring  program  in  cooperation 
w  ith  the  Colorado  Alliance  of  Business.  In  addition,  our 
commitment  to  the  National  Merit  Scholarship  Program 
increased  in  1989  as  15  of  our  associates  children  are 
currently  receiving  college  scholarships.  Our  matching 
gift  program,  in  which  we  match  associates'  contribu¬ 
tions  dollar-for-dollar,  also  grew  significantly  w  ith  more 
than  $650,000  donated  in  matching  dollars. 

May  is  well-positioned  for  1990  and  bey  ond,  and  our 
expansion  plan  is  aggressive.  In  the  1990  through  199*+ 
period,  our  $3.7  billion  capital  expenditure  plan 
includes  $2.2  billion  to  add  close  to  100  new  department 
stores  and  approximately  1.250  net  specialty  shoe  stores. 
Our  1990  plan,  supported  by  a  capital  plan  of  $“T5  mil¬ 
lion  for  the  year,  includes  opening  a  record  21  new 
department  stores  and  approximately  2-+5  net  Payless 
ShoeSource  stores.  During  die  vear.  29  department 
stores  will  be  remodeled  w  ith  nine  of  these  being 
expanded,  as  well.  Included  in  the  21  new'  stores  are  the 
four  previously  mentioned  locations  in  Richmond  and 
Tidewater  areas  of  V  irginia  which  have  reopened  as 
I  lecht  s  stores. 

As  we  look  to  the  new  decade,  we  remain  confident 
of  our  ability  to  successfully  respond  to  our  customers’ 
requirements  —  for  merchandise,  for  sen  ice  and  for 
quality.  Our  energies  are  focused  on  the  activities  we  do 
best.  Our  store  companies  are  strong,  each  led  by  an 
experienced  team  of  managers  w  ho  are  committed  to  the 
superb  execution  of  our  strategies.  We  continually  renew 
our  commitment  to  the  May  Mission  of  achieving  excel¬ 
lence  in  retailing,  recognizing  that  the  standards  for 
excellence  are  ever -increasing. 

We  sincerely  thank  our  associates  throughout  the 
company  who  share  our  pursuit  of  excellence  and 
understand  that  we  are  striving  to  be  the  best.  Our 
appreciation  is  also  extended  to  the  members  of  the 
Board  of  Directors  and  our  suppliers  w  ho  are  valued 
partners  in  our  progress.  And,  to  our  shareowners,  we 
offer  our  appreciation  for  your  confidence  in  May  and 
we  restate  our  commitment  to  enhancing  the  value  of 
y  our  investment. 


David  C.  Farrell 

Chairman  and  Chief  Executive  Officer 
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May  enhanced  its  position  as  one  of  the  retail 
industry's  most  dynamic  participants  in  1989 
by  maintaining  a  steadfast  commitment  to  our 
strategic  priorities  -  merchandising,  customer  service, 
increased  productivity  and  the  development  of  our 
human  resources. 

Merchandising.  May  is  a  merchandise-driven  organiza¬ 
tion.  Our  objective  is  to  move  quickly  and  aggressively  on 
important  merchandising  trends  and  ideas,  establishing  a 
leadership  position  in  quality  brand  names  and  designer- 
label  merchandise  that  is  critical  in  our  appeal  to  the 
fashion-minded  customer.  Our  department  stores  feature 
some  of  the  most  prestigious  names  in  retailing  and  our 
reputation  for  quality  and  fashion  is  enhanced  by  our 
strong  presentation  of  some  of  the  most  dominant  names 
sought  by  today's  consumer:  for  example,  DKNY,  Anne 
Klein  II,  Ellen  Tracy,  Liz  Claiborne,  Carole  Little,  Ralph 
Lauren,  Chaus  and  Leslie  Fay  in  apparel;  Estee  Lauder, 
Lancome,  Chanel,  Prescriptives  and  Christian  Dior  in 
cosmetics;  Orrefors,  Baccarat,  Waterford,  Lenox  and 
Noritake  in  crystal  and  china;  Evan-Picone,  Bandolino, 
Amalfi,  9  West,  Naturalizer  and  Life  Stride  in  shoes; 

Fendi,  Dooney  &  Bourke,  Coach  and  Mark  Cross  in 
leather  goods;  and  Magnalite,  Calphalon,  flenckels, 

Krups,  Braun,  Oster,  Sony,  Fieldcrest  and  Laura  Ashley 
in  our  home  store. 

We  strive  to  be  a  leader  in  introducing  new  important 
products,  names  and  ideas.  In  1989,  we  participated  in  the 
launch  of  Giorgio's  “Red”  fragrance,  “Fahrenheit”  men’s 
cologne  from  Christian  Dior  and  the  new  Liz  &  Co.  and 
Elisabeth  apparel  from  Liz  Claiborne.  In  1990,  May  stores 
will  be  among  the  first  to  introduce  the  fragrance  “273” 
from  Fred  Dayman,  Ralph  Lauren’s  “Safari”  fragrance, 
the  new  DKNY  hosiery  and  handbags  from  Paloma 
Picasso.  Our  special  events  were  enhanced  by  vendor 
visits  from  key  designers,  such  as  Carole  Little  and  Liz 
Claiborne,  and  from  artisans  representing  Waterford  and 
Lladro,  for  example. 

In  1989,  we  continued  to  expand  the  special  shops 
within  our  stores  that  feature  many  of  today’s  most 
important  vendors.  Spa  facilities  and  facial  rooms  were 
introduced  at  several  of  our  store  companies,  featuring 
respected  names  such  as  Adrien  Arpel,  Estee  Lauder, 
Clinique  and  the  Lancome  Institute.  In  women’s  apparel, 
we  added  prestigious  DKNY  shops,  complementing  our 
previously  opened  Ralph  Lauren  shops.  Our  men’s  pre¬ 
sentation  was  enhanced  with  the  addition  of  new  Polo 
shops  along  with  Polo  golf  and  Nautica  shops.  The  num¬ 
ber  of  shops  for  Polo  home  fashions,  as  well  as  Fendi  and 
Mark  Cross  leather  goods,  was  increased  during  Ihe  year, 
and  special  presentation  areas  were  created  for  Orrefors 
and  Baccarat  crystal. 

We  are  focusing  on  building  our  reputation  as  a  key 
source  for  gifts,  not  only  during  the  holidays  hut  through¬ 
out  the  year,  by  providing  customers  with  broader 
assortments  in  the  important  gift  categories  —  candy,  china 
and  glassware.  We  are  also  increasing  our  attention  lo 
other  important  holidays  such  as  Mother  s  Day.  Father's 


Day  and  special  occasions  such  as  graduation,  and  are 
significantly  intensifying  our  efforts  with  the  new  bridal 
registry  program. 

Our  merchandising  thrust  is  led  by  skilled,  innovative 
store  merchants;  by  May  Merchandising,  our  New  York 
buying  office;  and  by  14  May-owned  buying  offices  in  Asia 
and  Europe.  Added  to  that  strength  are  a  powerful,  sup¬ 
portive  corporate  staff  and  merchandise  information 
systems  which  are  among  the  most  sophisticated  in  the 
industry.  Together,  these  key  elements  drive  our  merchan¬ 
dising  activities,  contributing  significantly  to  our  success. 

Customer  Service.  Our  Friendliness  Program  continues 
to  be  a  terrific  success.  Customers  are  telling  us  that  our 
stores  are  friendlier.  The  amenities  our  shoppers 
consider  important  -  free  gift  boxes,  shopping  bags  at 
each  register,  more  chairs  in  the  store,  three-panel 
mirrors  and  baby-changing  tables  -  have  been 
enthusiastically  welcomed.  Since  its  introduction  in 
1987,  the  Friendliness  Program  has  generated  a  positive 
response  from  both  associates  and  customers. 

Every  May  sales  associate  has  attended  a  Friendliness 
seminar  and  nearly  all  of  our  sales  associates  have  earned 
recognition  stars  which  are  proudly  displayed  on  their 
name  badges.  More  than  7,500  associates  have  earned  the 
Diamond  Star,  our  highest  recognition  award,  signifying 
superior  personal  accomplishments  in  customer  service. 

The  keystone  to  our  program  is  listening  to  our  cus¬ 
tomers  and  taking  action.  Our  customer  surveys  give  us 
clear  indications  of  customers'  expectations  and  our  per¬ 
formance.  We  survey  300,000  customers  per  month  and 
nearly  two-thirds  of  the  60,000  responses  returned  each 
month  contain  valuable  written  suggestions  and  insightful 
comments  which  we  continue  to  assimilate  into  the  company. 

One  important  Friendliness  Program  component  -  use 
of  the  customer's  name  -  received  particular  emphasis 
during  the  year  with  much  success.  Additionally,  we  have 
expanded  the  Friendliness  concept  to  our  sales  support 
areas.  Wre  are  also  accelerating  the  purchase  process  at 
our  sales  terminals  by  installing  automatic  price  look-up 
and  wands  to  rapidly  read  bar-coded  price  tickets,  and 
we  are  adding  more  sales  terminals  throughout  the  stores. 
Also  for  the  first  time  in  1989,  we  conducted  seminars 
exclusively  on  Friendliness  for  store  managers  to  recog¬ 
nize  the  critical  role  they  play  in  making  the  Friendliness 
Program  effective. 

The  success  of  our  customer  service  improvements  over 
the  past  several  years  is  based  solidly  on  the  efforts  of  our 
associates  who  have  embraced  this  program.  We  salute 
them  for  their  ongoing  commitment  to  serving  our  cus¬ 
tomers  well. 

Productivity.  We  concentrate  heavily  on  the  productivity7 
of  all  May's  assets,  and  consider  sales  per  square  foot  to 
be  the  key  indicator  of  our  success.  In  1989,  sales  per 
square  foot  increased  6%  to  $157  and,  since  1984,  has 
increased  47%.  We  continue  our  commitment  to  this 
important  measure. 
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We  aggressively  invesl  in  expanding  and  remodeling 
our  high-volume  "winner”  stores  and  in  opening  power¬ 
ful  new  stores.  Our  capital  expenditure  plans  for  new 
construction,  as  well  as  remodels  and  expansions,  are 
carefully  developed  and  are  held  up  to  a  rigorous  evalua¬ 
tion  of  performance. 

Also  benefiting  sales  per  square  foot,  we  support  our 
merchandising  efforts  with  new  in-store  fixturing  for 
strong  product  presentations.  New  display  fixtures  in 
Trim-A-Home,  for  instance,  generated  a  tremendous  sales 
increase  during  the  1989  holiday  season.  Special  fixturing 
also  has  been  added  in  housewares  and  apparel  areas  to 
display  coordinated  groupings  more  effectively. 

We  continue  to  focus  on  growing  our  credit  sales. 

In  1989,  we  opened  over  4  million  new  credit  accounts. 
Direct  mail  advertising  for  our  credit  customers  is  being 
targeted  more  precisely,  reaching  customers  who  are  most 
likely  to  respond  to  an  event. 

Our  productivity  was  also  aided  by  a  significant 
decrease  in  expenses  for  our  department  store  segment. 
The  store  company  consolidations  undertaken  in  the  past 
several  years  have  produced  tremendous  economies.  Also 
contributing  to  reduced  expenses  was  the  rapid  assimila¬ 
tion  of  Foley’s  and  Filene's  into  the  May  organization  - 
implementing  common  systems,  processes  and  proce¬ 
dures.  In  1989,  store  combinations  included  Goldwaters 
with  Robinson’s,  O’Neil’s  with  May  Company,  Ohio,  and 
llahne’s  with  Lord  &  Taylor  and,  in  1990,  Sibley’s  with 
Kaufmann’s. 

We  have  been  very  attentive  to  reducing  expenses, 
including  disposing  of  low-producing  assets  and  aggres¬ 
sively  increasing  capital  expenditures  to  achieve  cost 
reductions. 

Human  Resources.  May  is  a  company  in  which  all  of  its 
associates  work  together  effectively.  Thist.  respect  and 
teamwork  are  the  hallmarks  of  our  people  orientation. 

Our  quality  and  continuity  of  management  are  key  factors 
in  our  success. 

The  May  Mission  is  formulated  on  a  foundation  of 
having  the  best  talent  in  retailing  and  we  work  hard  to 
achieve  this  goal.  Our  senior  executives  recruit  at  the 
leading  colleges  and  universities.  We  give  much  effort  to 
retain  high-quality  associates  at  all  levels  of  the  organiza¬ 
tion  and  to  create  an  environment  that  fosters  personal 
development.  We  are  committed  to  develop  the  talent 
of  our  organization  through  meaningful  performance 
appraisals,  helpful  executive  development  reviews, 
and  rigorous  training  and  development  programs. 

May  senior  executives  have  been  leaders  in  teaching  our 
own  development  conferences.  This  year,  the  first  Store 
Manager  Conference  will  be  held,  expanding  our  training 
and  development  activities. 

We  are  gratified  by  the  accomplishments  realized  in 
1989.  They  signify  May’s  tremendous  capacity  for  achieve¬ 
ment.  As  we  enter  the  1990s,  we  have  a  clear  focus  and  are 
well-positioned  to  pursue  opportunities  for  substantial 
growth  and  continued  success. 
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May  has  made  a  signifi¬ 
cant  improvement  in 
providing  better 
customer  service  during 
the  past  hvo  years.  The 
commitment  to  making 
our  stores  friendlier  and 
better  places  to  shop  u'as 
adopted  by  our  thou¬ 
sands  of  associates 
nationwide.  Their 
support  and  enthusiasm 
hare  made  a  difference 
and  we  acknowledge  and 
appreciate  their  marvel¬ 
ous  efforts. 


Shown  on  these  pages 
are  representatives  of  all 
the  associates  in  our 
store  companies  who 
have  helped  May  achieve 
progress  in  customer 
service:  14  recipients  of 
the  Diamond  Star  award 
-  our  best  —  one  associ¬ 
ate  from  each  store 
company  representing 
the  Z ,500  Diamond  Star 
winners  across  the 
corporation  (shown  with 
members  of  Senior 
Management );  associates 
from  Famous-Barr  at 
Best  County  represent¬ 
ing  a  team  which  had 
one  of  the  biggest 
customer  service 
improvements  overall ; 
associates  from  May 
Company,  Ohio ,  at 
Parmatown  who  distin¬ 
guished  themselves  as 
the  ranking  customer 
service  department  at 
that  store  company; 
associates  from  Foley's 
Deerbrook  store  who 
showed  a  true  team  effort 
in  responding  to  a 
customers  needs;  and  a 
number  of  associates 
who  individually -  gave 
outstanding  perfor¬ 
mances  for  our 
customers. 


^  Famous-Barr 

Top  row  left ,  left  to  right 
Marsha  G.  Smith 
Mary  Ellen  Poelker 
Christopher  Thau  (seated) 
Margaret  D.  Webb 
Jill  L.  Johnson 
David  A.  Romine 
Helen  E.  Leara 
Irving  Shaller 

^  L.S.  Ayres 

Top  rou\  center 
Lyle  M.  Eaton 

'A'  Foleys 

Top  row  right ,  left  to  right 
Thomas  P.  Straw 
Maria  C.  Chapela 
Robert  D.  Clark 
Rycky  L.  Andes 

★  Diamond  Star  repre¬ 
sentatives  with 
Senior  Management 
Middle  row,  left  to  right 
Frank  M,  Radvick , 
Kaufmann  s 

JoAnn  Womack,  Foleys 
Jane  M.  Vitkauskas,  G.  For 
Richard  L  Battranu 
Vice  Chairman 
Patricia  L.  Weeks ,  HechCs 
Virginia  E.  Johnson, 

May  Company,  California 
David  C.  Farrell,  Chairman 
Bessie  M.  Brown,  L.S.  Ayres 
Marie  Youree,  Robinson  s 
Marga  E.  Rommel, 

Meier  &  Frank 
David  B.  Garascia, 
Famous-Barr 
Lawrence  E.  Honig , 

Vice  Chairman 

William  T.  Johnson,  Filene  s 

Jerome  T.  Lock, 

Vice  Chairman 
Jacqueline  M.  Roelke, 

May  Company,  Ohio 
Antoinette  M.  Dowell 
(seated).  Lord  &  Thylor 
Helen  M.  Baber,  May  D&F 
Merilee  //.  Kime, 

Kaufmann  s 

Thomas  A.  Hays,  President 

^  Lord  &  Thylor 

Bottom  row  left,  left  to  right 
Cheryl  L.  Henrion 
Kathleen  M.  Bost 

^  May  Company,  Ohio 
Bottom  row  center , 
left  to  right 
Denise  L.  Braziet 
Joanne  Meyers 
Deborah  S.  Weber 
Randall  .4.  Rabjohn 
Karen  L.  Seach 
Xorman  T.  Brock 
Mary  F.  Kichak 
Miranda  F.  Jones 
Xicholas  P.  Garonzi 

★  May  D&F 

Bottom  row,  right 
Jean  "Pepi"  L.  Prudian 
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Mays  strong  performance  continued  in  1989.  with  sales 
and  earnings  from  continuing  operations  reaching  record 
levels  for  the  15th  consecutive  year.  Sales  in  1989  were 
$9.*+  billion,  an  increase  of  12.2%  over  1988  sales  of  $8.4 
billion.  Fully  diluted  earnings  per  share  from  continuing 
operations  were  $3.64  in  1989.  an  increase  of  20%  from 
$3.04  in  1988.  Net  earnings  from  continuing  operations 
were  $515  million  in  1989.  a  $67  million  increase  over 
$448  in  1988.  Fully  diluted  earnings  per  share  from 
continuing  operations  in  1989  increased  at  a  rate  greater 
than  net  earnings  from  continuing  operations  due  to  the 
company’s  share  repurchases,  offset  in  part  by  the  issu¬ 
ance  of  FSOP  Preference  Shares.  Fullv  diluted  earnings 
per  share  from  continuing  operations  have  increased  at  a 
compound  growth  rate  of  20%  during  the  past  three  years. 

Our  store-for-store  sales  increased  5.7%  in  1989 
compared  to  4.3%  in  1988.  The  1989  store-for-store 
increase  greatly  exceeded  the  1989  department  store 
inilation  rate  of  .7%  as  measured  by  the  governments 
Department  Store  Price  Index.  Net  retail  sales  and  oper¬ 
ating  earnings  by  segment  are  illustrated  below: 

Net  Retail  Sales 


millions 

1989 

Increase 

vs. 

1988 

Store- 

for- 

Store 

Department  stores 

$ 

12.7% 

6.3% 

Volume  Shoe 

1.22H 

8.4 

1.4 

Total 

12.2% 

5.7% 

Operating  Earnings 

ftrcent 
Increase  of  Net 

vs.  Retail 

millions  _ vm  1988  Sales 

Department  stores. .  $  945  19.3%  11.5% 

Volume  '■'Ii-*-  1-H  -t.2  1 1 7 

total  $1,089  17.0%  11.6% 


Fiscal  198(>  included  53  weeks.  The  additional  week  did  not  materially 
affect  1989  earnings.  All  sales  information  in  this  Review  of  Operations 
is  presented  on  a  comparable  52-week  basis  to  provide  a  more  mean¬ 
ingful  year-to-year  comparison.  Sales  for  the  53-week  period  were 
$8,280  and  $1,246  million  for  department  store**  and  Volume  Shoe, 
respectively.  See  the  Summary  of  Significant  Accounting  Policies  for 
the  definition  of  net  retail  sales  anil  store-for-store  sales. 

Operating  earnings  represent  LIFO  earnings  before 
income  taxes,  net  interest  expense  and  corporate 
expense,  and  exclude  unusual  items,  goodwill  amor¬ 
tization.  and  closed  and  sold  divisions.  The  Six  Year 
Summary  by  Business  Segment  on  pages  29  and  30 
provides  additional  information.  Reference  is  also  made 
to  the  Notes  to  Consolidated  Financial  Statements  for 
discussion  of  cost  anti  expenses,  interest  expense, 
unusual  items,  income  taxes  and  discontinued 
operations. 


The  growth  by  segment  over  the  last  five  y  ears  is 
shown  below : 


Vi  Retail  Sale** 


Five-Vear 

Gouiftound 

ftreent 

of  Total 

Growth  Rate 

1989 

1984 

Department  store** 

12" 

87% 

89% 

Volume  Shoe 

18 

13 

11 

Total 

i.r„ 

100% 

100% 

Operating  Earnings 

Five-Year 
( lom|M>und 

ftrcent  of  Total 

Grow  th  Rate 

1989 

1984 

Department  stores 

13% 

87% 

87% 

Volume  Shoe 

13 

13 

m 

Total. 

l-V'.i 

100% 

100% 

During  the  1980s.  May  significantly  improved  its  abil¬ 
ity  to  compete  in  the  department  store  industry  through 
strengthening  its  position  in  existing  markets  and  enter¬ 
ing  new  geographic  regions.  These  steps  included  the 
merger  with  Associated  Dry  Goods  Corporation  ($2.4 
billion  acquisition  value)  in  1980.  the  acquisition  of  the 
Foleys  and  Filenes  department  store  companies  ($1.5 
billion  acquisition  price  in  1988  and  the  combination  of 
operating  divisions  into  more  powerful  regional  compa¬ 
nies.  These  combinations  included  Strouss  into 
kaufmanns.  The  Denver  into  May  D&F.  Goldwaters  into 
Robinson’s.  O’Neils  into  May  Company.  Ohio.  Hahnes 
into  Lord  k  Taylor  and.  at  the  beginning  of  1990. 

Sibley  ’s  into  kaufmanns.  Also  during  recent  years,  the 
company  lias  closed  low-productivity  stores  and  sold 
excess  real  estate.  In  1987.  the  company  sold  its  Robin¬ 
sons  of  Florida  department  store  division  and.  in  1988. 
the  company  formed  a  partnership.  May  Centers  Associ¬ 
ates  MCA  .  for  the  operation  of  its  former  shopping 
center  subsidiary:  May  Centers,  Inc.,  and  sold  its  May 
Florida  department  store  division  and  its  Loehmanns 
specialty  store  division. 

The  efforts  to  focus  on  our  higher  grow  th  segments 
w  as  emphasized  in  1989  with  the  decision  to  exit  the 
discount  store  business  through  the  sale  of  Caldor  and 
the  anticipated  distribution  of  the  shares  of  Venture  to 
May  common  shareowners,  pending  certain  events. 

The  retail  industry  continues  to  experience  major 
changes  at  an  accelerating  rate,  resulting  in  a  more 
competitive  industry.  May  has  been  able  to  perform  well 
in  this  environment  through  improved  merchandising. 
May  continues,  as  well,  to  improve  productivity  and 
expense  rates,  along  w  ith  pursuing  new  opport unities 
to  increase  and  strengthen  its  market  share  and 
geographic  presence. 

Fhe  company’s  sales  growth  and  operating  earnings 
have  not  been  materially  impacted  by  inflation.  Selling 
pric  es  of  tin*  merchandise  have  kept  pace  w  ith  general 
eost  increases  and.  as  a  result  of  valuing  the  majority 
of  our  inventory  on  a  LIFO  basis,  the  current  cost  of 
merchandise  i**  reflected  in  current  operating  results. 


Department  Store*.  Mav  operates  13  department  store 
companies  across  the  l  nited  States.  Operating  under 
long-standing  and  widely  recognized  names,  each  store 
company  holds  a  leading  position  in  it>  region.  Operat¬ 
ing  results  were: 


dollars  in  millions. 

Inerease 

except  per  square  fool 

1080 

1088 

1087 

1080 

1088 

Net  retail  sales 
<  )perating 

$8.10^  $7 

J7t  Is 

>.720 

p>  -i<,0 

271% 

earnings 

04.3 

702 

004 

10.3 

31.2 

Sales  per  square 
foot . 

150 

15(1 

136 

5.0 

10.3 

Return  on  sales  .  . 
Return  on  net 

11.5% 

10.0% 

10.6% 

assets  . 

22.3 

10. () 

20.0 

The  department  store  segment  again  produced 
outstanding  results  during  1989.  Store- for- store  sales 
increases  were  6.3%  in  1989  and  5.5%  in  1988.  The 
strong  store-for-store  merchandise  performance, 
combined  w  ith  expense  improvements,  more  than 
compensated  for  a  somewhat  more  promotional  envi¬ 
ronment.  Current  year  results  were  also  enhanced  by 
continued  improved  performance  among  the  companies 
acquired  in  1986  and  1988.  Department  store  operating 
earnings  presented  above  include  LIFO  credits  of  $22 
million  and  $3  million  in  1989  and  1988.  respectively, 
and  a  LIFO  charge  of  $8  million  in  198*7. 

In  1989.  May  opened  II  department  stores  totaling 
1.4  million  square  feet  of  retail  space.  Stores  opened 
were  Lord  &  Taylor  in  Plantation.  Fla.,  and  in  Bridge- 
water.  Rockaway  and  Livingston.  N.J.:  Foleys  in  Dallas 
and  San  Antonio:  Mav  Company.  California,  in  the  San 
Fernando  Valley:  Kaufmann  s  in  Syracuse  and  Buffalo. 
N.Y:  Filenes  in  Kingston.  Mass.:  and  G.  Fox  in  North 
Attleboro.  Mass.  At  year-end.  May  operated  288  depart¬ 
ment  stores  in  29  states  and  the  District  of  Columbia. 

May  closed  20  department  stores  during  1989. 
totaling  3.0  million  square  feet.  Two  of  these  stores  were 
replaced  in  1989  anti  one  will  be  replaced  in  1990  —  all 
by  more  productive  stores  in  nearby  locations.  The 
replacement  store  for  Foley  s  at  the  Irving  Mall  in  Dallas, 
for  example,  has  had  an  exceptionally  strong  perfor¬ 
mance.  Additionally,  seven  of  the  closed  stores  are  being 
converted  into  other  May  store  formats.  A  Lord  &  Taylor 
store  in  San  Antonio  w  as  converted  to  a  Foley’s  store  in 
1989  and  six  former  Hahne’s  stores  in  New  Jersey  are 
being  converted  to  Lord  6c  Tavlor  stores.  Three  of  the 
Lord  6c  Taylor  conversions  were  completed  in  1989  —  in 
Bridgew  ater.  Rockaway  and  Livingston,  NJ.  —  and  these 
stores  have  significantlv  increased  the  sales  volume 
compared  to  the  previous  store  format.  Conversion  of 
the  remaining  three  stores  w  ill  be  completed  in  1990. 

In  January  1990.  Mav  began  the  combination  of  its 
kaufmann s  division  in  Pittsburgh  and  its  Sibleys  divi¬ 
sion  in  Rochester.  N.Y..  into  a  single  division  operating 
under  the  kaufmann s  name.  The  newly  combined  divi¬ 
sion  now  operates  23  stores  in  Pennsylvania.  New  York, 
West  \  irginia  and  Ohio. 


In  1990.  May  will  open  21  department  stores  adding 
approximately  2.7  million  retail  square  feet.  This  repre¬ 
sents  the  largest  number  of  openings  in  May  s  history 
and  includes  four  stores  acquired  from  another  retailer 
in  January  1990.  During  February,  kaufmann V  opened 
a  store  in  Rochester.  N.Y.  During  March,  store  openings 
were  Heclns  in  Waldorf.  Md..  and  four  stores  in  Virginia 
—  one  each  in  Chesapeake  and  V  irginia  Beach,  and  two 
locations  in  Richmond  —  and  C.  Fox  in  Manchester. 
Conn.  Additional  Spring  openings  are  Lord  6:  Taylor  in 
Westfield.  Trenton.  Eatontown  and  Freehold.  N.J..  and 
in  Washington.  D.C.:  May  Company.  Ohio,  in  Cleveland: 
and  L.S.  Ayres  in  Indianapolis.  Fall  openings  are 
Lord  Tav  lor  in  Denver:  Foley  s  in  Fort  Worth: 

May  Company  California,  in  Los  Angeles  and  Santa 
Maria.  Calif.:  kaufmann s  in  Syracuse.  N.Y:  Filenes  in 
Cambridge.  Mass.:  and  May  D6cF  in  Denver. 

During  1989.  May  remodeled  32  department  stores, 
involving  2.1  million  square  feet,  and  expanded  five  of 
these  stores.  The  1990  plan  includes  remodeling  29 
department  stores,  totaling  1.8  million  square  feet  of 
retail  space,  and  expanding  nine  of  these  stores. 

The  1990-1994  expansion  plan  includes  94  new 
department  stores  encompassing  13.0  million  retail 
square  feet.  During  this  five-year  period,  the  company 
w  ill  invest  $1.3  billion  to  add  new  stores  and  an  addi¬ 
tional  $550  million  to  remodel  existing  stores. 

Volume  Shoe  Corporation.  Volume  Shoe  Corporation 
is  the  nations  largest  chain  of  self-service  family  shoe 
stores  and  operates  principally  under  the  trade  name 
Pavless  ShoeSouree.  In  1989.  Volume  Shoe  reached  an 
important  milestone  by  selling  more  than  100  million 
pairs  of  shoes.  At  year-end.  Volume  Shoe  operated  2,“T46 
stores  in  44  states  and  the  District  of  Columbia.  Operat¬ 
ing  results  were: 


dollars  in  millions. 

Increase  ( Decrease 

except  per  square  foot  1080 

1088 

1087 

1080 

1088 

Net  retail  sales  $1,228 

$1,132 

$1,065 

8.4% 

6.3% 

Operating 

earnings .  144 

138 

132 

4.2 

4.3 

Sales  per  square 

foot .  141 

137 

130 

2.8 

(1.4) 

Return  on  sales  .  11.7% 

12.2% 

12.4% 

Return  on  net 

assets .  28.o 

29.3 

31.1 

During  1989.  Volume  Shoe  continued  to  implement 
measures  to  control  the  grow  th  of  its  operating  expenses. 
These  measures,  w  hich  began  in  1988.  have  resulted  in  a 
consistent  operating  performance  during  a  period  of  flat 
sales  in  the  low-price  footwear  industry.  The  full-year 
1989  store-for-store  sales  increase  of  1.4%.  compared  to 
a  decrease  of  2.2%  in  1988.  exceeded  the  current  year 
inflation  associated  w  ith  footwear,  as  measured  by  the 
governments  Department  Store  Price  Index. 

May  continued  to  invest  in  Volume  Shoes  grow  th  in 
1989  by  opening  144  net  new  Pav  less  ShoeSouree  stores 
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in  27  states,  adding  420,000  retail  square  feet.  Signifi¬ 
cant  growth  occurred  in  the  Northeast  with  49  stores 
and  in  the  West  with  34  stores. 

Volume  Shoe’s  vigorous  expansion  will  continue  in 
1990  with  approximately  245  net  new  stores  and 
745,000  square  feet  of  retail  space.  Growth  will  be 
concentrated  in  the  Northeast  with  113  stores  and  in  the 
Southeast  with  51  stores. 

The  1990-1994  expansion  plan  for  Volume  Shoe  speci¬ 
fies  a  capital  investment,  including  the  present  value  of 
operating  leases,  of  over  $900  million  to  add  approxi¬ 
mately  1,250  net  new  Rtyless  ShoeSource  stores  with 
3.8  million  retail  square  feet.  In  addition,  $150  million 
will  be  invested  to  remodel  existing  stores. 


Venture  opened  three  stores  in  1989,  totaling  245,000 
square  feet  of  retail  space.  Openings  were  in  FWiucah, 
Ky.,  a  new  market  for  Venture,  and  two  stores  were 
added  to  the  metropolitan  Chicago  market  in  Stream - 
wood  and  Arlington  Heights,  III.,  (a  replacement  store). 
Ventures  1990  expansion  plan  includes  five  new  stores, 
adding  400.000  retail  square  feet.  One  store  opened 
during  March  in  Wheaton.  III.,  in  the  metropolitan 
Chicago  market.  Additional  openings  include  another 
store  for  metropolitan  Chicago  in  Crestwood.  111.;  a  store 
south  of  Chicago  in  Bradley.  III.,  and  in  Dubuque.  Iowa, 
new  markets  for  Venture;  and  a  replacement  store  in 
Merrillville,  Ind. 

Ventures  operating  results  were: 


\eiiliire.  Venture,  a  quality  regional  discount  store 
company,  operated  75  stores  in  eight  Midwestern  states 
at  year-end.  As  announced  in  October  1989.  May  plans 
to  distribute  to  its  common  shareow  ners  the  shares  of 
Venture  later  this  year,  pending  certain  events.  Accord¬ 
ingly,  Ventures  results  have  been  reflected  as  discon¬ 
tinued  operations. 

Ventures  1989  store -for-store  sales  increased  2.9% 
compared  to  2.4%  in  1988.  At  various  times  during  the 
past  several  years.  Venture  has  operated  in  a  particularly 
competitive  environment  as  other  discount  retailers  have 
accelerated  openings  in  certain  of  its  markets.  Reform¬ 
ing  well  in  this  environment.  Venture  has  been  able  to 
maintain  return  on  sales  of  6.0%.  Ventures  operating 
results  include  LIFO  charges  of  $3.  $3  and  $8  million 
in  1989.  1988  and  1987.  respectively 


(dollars  in  millions. 

Increase  (Decrease 

except  per  square  foot  ) 

1989 

1988 

1987 

1989 

1988 

Net  retail  sales  .  $1,339 

$1,279 

$1,185 

4.7% 

7.9% 

Operating 

earnings 

Sales  per  square 

80 

81 

70 

(2.0) 

16.0 

foot . 

175 

170 

163 

2.8 

4.3 

Return  on  sales 

Return  on  net 

6.0% 

6.4% 

5.9% 

assets  . 

19.7 

21.1 

19.1 

Net  Retail 
Sales  in  Millions 
of  Dollars 

1989  1988 

Building  Area 
Sales  Per  Square  Footage 
Square  Foot  in  Thousands 

1989  1988  1989  1988 

1989 

New 

Number  of  Stores 

Closed  1988 

Lord  6c  Taylor,  New’  York 

$1,034 

$  914 

$170 

$161 

6.244 

6.185 

47 

4 

4 

47 

Foleys,  Houston . 

.  1,121 

802 

146 

138 

7.735 

7,589 

35 

2 

1 

34 

May  Company.  California 

954 

900 

150 

143 

6,470 

6,271 

35 

1 

- 

34 

Hechts.  Washington.  D  C . 

.  829 

759 

220 

204 

3,785 

3,738 

22 

- 

- 

22 

Robinsons.  Los  Angeles . 

.  753 

720 

157 

153 

4.787 

4,788 

29 

- 

29 

kaufmann  s.  Pittsburgh . 

.  753 

698 

156 

141 

4.249 

4,918 

23 

2 

3 

24 

Famous -Barr,  St.  Louis . 

.  508 

498 

131 

128 

3.839 

3,894 

17 

17 

Filenes.  Boston . 

.  484 

351 

211 

193 

2.309 

2,277 

18 

1 

1 

18 

May  Company.  Ohio 

.  436 

424 

136 

128 

3.108 

3,278 

16 

- 

16 

G.  Fox,  Hartford 

426 

369 

219 

199 

2.016 

1,867 

11 

1 

- 

10 

L.S.  Ayres.  Indianapolis . 

.  328 

315 

139 

120 

2.376 

2,354 

14 

J 

14 

May  D&F,  Denver . 

.  297 

267 

150 

139 

2.009 

1.946 

13 

- 

13 

Meier  6c  Frank.  Portland.  Ore . 

.  274 

254 

141 

131 

1,932 

1,958 

8 

. 

8 

Other  . 

. 

- 

- 

_ 4 

- 

1 ,554 

- 

- 

11 

11 

Total  department  stores . 

.  8.197 

7.271 

159 

150 

50,859 

52,617 

288 

11 

20 

297 

Volume  Shoe . 

.  1,228 

1.132 

141 

137 

8,919 

8,499 

2.746 

l44i  nrt ; 

-i 

2,602 

Total  retail  operations 

$9,425 

$8,403 

$157 

$148 

59.778 

61,116 

3,034 

155 

20 

2,899 

Net  retail  sales,  presented  on  a  52-week  basis  in  1989  for  comparability,  represent  sales  of  stores  open  at  the  end  of  1989  and  include  Foleys  and 
Filenes  from  the  date  of  acquisition.  Full-year  sales  for  Foley  ’s  and  Filenes  in  1988  were  $1,020  and  $433  million,  respectively. 

Kaufmann s  includes  the  former  Sibleys  division  in  all  periods,  as  the  two  divisions  were  combined  beginning  in  1990. 

Sales  per  square  foot  is  based  upon  52-week  revenues  of  all  stores  and  average  square  footage. 

Building  area  represents  square  footage  of  stores  open  at  the  end  of  die  period  presented 

Other  includes  nine  Hahnes  stores  wliich  were  closed,  six  of  which  are  being  reopened  as  Lord  6c  Taylor  stores,  and  two  Tucson  stores  of  the  former 
Gold  waters  division  which  were  closed. 
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Return  on  equity  remains  our  principal  measure  in  eval¬ 
uating  our  performance  for  shareowners  and  our  ability 
to  profitably  invest  shareowners*  funds.  Our  shopping 
center  partnership  (MCA),  Caldor  sale,  and  share  repur¬ 
chase  transactions  related  to  the  employee  stock 
ownership  plan  (ESOP)  and  MCA  cause  significant 
changes  to  return  on  equity.  Therefore,  this  measure 
must  be  viewed  over  time.  Return  on  net  assets  is  a  more 
consistent  measure  of  performance. 

Return  on  Net  \>set*.  Return  on  net  assets  represents 
pretax  earnings  from  continuing  operations  before  inter¬ 
est  expense,  plus  the  interest  component  of  operating 
leases,  divided  bv  net  assets  of  continuing  operations  at 
the  beginning  of  the  year.  Return  on  net  assets  was 
18.0%  in  1089  compared  to  17.5%  in  1088  and  17.4% 
in  1087. 

Return  on  Equity  Net  earnings  generated  through 
operations  (continuing  and  discontinued)  and  common 
shareowners’  equity  at  the  beginning  of  the  year  are  the 
components  used  to  measure  our  performance.  Our 
objective  is  to  sustain  return  on  equity  in  the  top  quar- 
tile  of  the  retail  industry.  Our  return  on  equity  in  1080 
was  18.0%  compared  to  18.6%  in  1088  and  17.0%  in 
1087.  The  full-year  effect  of  MCA  and  the  sale  of  Caldor 
account  for  the  decrease  in  return  on  equity  in  1080 
compared  to  1088.  The  1080  ESOP-  and  MCA-related 
share  repurchases  had  the  impact  of  reducing  share- 
owners'  equity  and  shareowners’  equity  per  share.  As  a 
result,  return  on  equity  in  1090  will  be  benefited. 

(  apilal  Structure.  Our  capital  structure  reflects 
our  objectives  to  generate  superior  shareowner  returns, 
maintain  access  to  capital  at  all  times  and  minimize 
the  cost  of  capital. 

Our  balance  sheet  and  financial  condition  measures 
continue  to  be  very  strong.  The  debt-to-capitalization 
ratio  w  as  54%.  40%  and  88%  at  the  end  of  1080.  1088 
and  1087.  respectively.  The  increase  in  the  1980  debt-to- 
capitalization  ratio  primarily  results  from  the  MCA  sale/ 
leaseback  transaction  and  the  repurchase  of  common 
stock  from  MCA.  On  February  1.  1000.  14.5  million 
shares  of  May  common  stock  were  purchased  from  MCA 
for  $663  million.  The  purchase  w*as  funded  w  ith  a  $367 
million  sale/leaseback  of  37  department  stores  to  MCA 
and  short-term  borrow  ings.  The  sale/leaseback  transac¬ 
tion  is  accounted  for  as  a  $367  million  loan  from  MCA 
(MCA  loan).  During  1090.  May  and  MCA  expect  to 
complete  additional  sale/leaseback  transactions  of 
department  store  properties  valued  at  about  $225 
million.  See  May  Centers  Associates  on  page  25  and 
Long-term  Debt  on  page  26. 


Total  debt  is  defined  as  short-term  and  long-term  debt 
(including  the  ESOP  debt  reduced  by  unearned  compen¬ 
sation,  and  excluding  one-half  of  the  MCA  loan  and  one- 
half  of  the  capital  lease  obligation  payable  to  MCA.  as 
May  is  a  50%  partner  of  MCA  ),  redeemable  preferred 
stock  and  the  capitalized  value  of  all  leases,  including 
operating  leases.  Capitalization  is  defined  as  total  debt, 
noncurrent  deferred  taxes  (except  those  relating  to 
deferred  gross  profit  on  installment  method  sales:  see 
Taxes  on  page  24).  deferred  investment  tax  credit  (ITC), 
ESOP  Preference  Shares  and  shareow  ners*  equity.  See 
Pension  and  Profit  Sharing  on  page  23  for  discussion  of 
the  ESOP 

Fixed  charge  coverage  was  2.7x,  2.8x  and  3.5x  in 
1080.  1988  and  1087.  respectively.  Fixed  charges  are 
defined  as  gross  interest  expense  (excluding  one-half  of 
the  interest  expense  related  to  the  MCA  loan),  interest 
expense  on  the  ESOP  debt,  total  rent  expense  and  the 
pretax  equivalent  of  dividends  on  redeemable  preferred 
stock. 

Our  bonds  are  rated  A1  by  Moody’s  Investors  Service, 
Inc.,  and  A 4-  by  Standard  &  Poors  Corporation.  Our 
commercial  paper  is  rated  PI  and  A1  by  Moody’s  and 
Standard  be  Poor’s,  respectively  The  company’s  objective 
is  to  use  short-term  debt  only  to  finance  seasonal 
requirements.  Our  debt-to-capitalization  ratio  and  fixed 
charge  coverage  continue  to  be  consistent  w  ith  our  capi¬ 
tal  structure  objectives  and  provide  the  company  w  ith 
considerable  financial  flexibility: 

Cash  Flow.  Cash  flow  from  continuing  operations  w  as 
8.8%  of  revenues  in  1089.  compared  to  8.6%  in  both 
1088  and  1087.  The  company’s  cash  flow  as  a  percent  of 
revenues  continues  to  be  one  of  the  highest  in  the  retail 
industry.  Internally  generated  funds  are  an  important 
component  of  our  capital  resources.  Sources  and  uses 
of  cash  flow  s  are  summarized  below  : 


(millions) 

1989 

1988 

1987 

Continuing  operations: 

tamings  and  noncash  charges 

$  84?  $ 

764 

$  643 

Working  capital  changes . 

(453)  | 

(320) 

(336) 

Investing  activities . 

(424) 

( 1,400) 

(210) 

Financing  activities . 

(338) 

720 

(477' 

Discontinued  operations . 

335 

193 

93 

Decrease  in  cash  and  cash  equivalents 

$  (33;  $ 

4$ 

$(287)' 

15 


Capital  Expenditures.  Capital  investments  are  planned 
and  evaluated  based  upon  several  financial  measures, 
including  return  on  net  assets.  Sales  per  square  foot  is 
emphasized  as  the  principal  operating  measure  as  we 
invest  in  new  stores  and  remodels,  and  eliminate  unpro¬ 
ductive  space.  Our  sales  per  square  foot  has  improved 
significantly  as  indicated  in  the  following  table,  which  is 
based  upon  each  respective  year’s  average  square 
footage: 


Sale*  D*r  Square  Foot 


1989 

1988 

1987 

1^84 

Department  stores . 

.  $159 

$150 

$136 

$107 

Volume  Shoe  . 

141 

137 

139 

103 

Total 

$157 

$148 

$136 

$107 

We  continue  to  make  substantial  investments  in 
developing  improved  information  systems  and  in  other 
sales  support  enhancements. 

Capital  expenditures  in  1990  will  approximate  $715 
million  (including  $130  million  representing  the  capital 
value  of  new'  operating  leases)  and  are  planned  to 
exceed  $3.7  billion  (including  $650  million  representing 
the  capital  value  of  new  operating  leases  )  for  the  1990- 
1994  period.  Internal  cash  (low  will  be  used  to  finance 
the  majority  of  these  expenditures.  The  company  has 


$900  million  of  available  borrow  ing  under  its  multi-year 
credit  agreements.  In  addition,  the  company  has  a  shelf 
registration  statement  liled  with  the  Securities  and 
Exchange  Commission  which  would  enable  it  to  issue 
up  to  $225  million  in  additional  debt  securities. 

Dividends.  Our  policy  is  to  increase  dividends  on 
common  stock  consistent  with  our  earnings  growth  over 
time.  The  1990  annual  dividend  rate  w  as  increased  to 
$1.58  per  share,  the  15th  consecutive  annual  dividend 
increase  and  our  16th  increase  during  that  period.  May 
anticipates  that  Venture’s  shares,  which  it  intends  to 
distribute  to  Mav  common  shareow  ners  later  this  year, 
w  ill  pay  an  annual  dividend  of  about  $.06  (  per  May 
share).  These  combined  dividends  of  $1.64  per  share 
would  represent  a  15.5%  increase  over  the  current 
annual  dividend  rate  of  $1.42  per  share.  The  annual 
May  dividend  of  $1.58  per  share  will  be  effective  w  ith 
the  June  1990  dividend  payment.  Dividends  paid  have 
increased  at  a  compound  rate  of  12%  during  the  past 
five  years. 
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I  »s<*;il  War.  1  he  company*  fiscal  vear  ends  on  the 
Saturday  closest  to  January  31.  Fiscal  year  1989  ended 
on  February  3.  1990.  and  included  53  weeks.  Fiscal 
years  1988  and  198*7  ended  on  January  28.  1989.  and 
January  30.  1988.  respectively,  and  both  included  52 
w  eeks.  References  to  years  relate  to  I i sea  I  years  rather 
than  calendar  years. 

lin^is  of  Report  in::.  File  consolidated  linancial  state¬ 
ments  include  the  accounts  of  the  coinpam  and  all 
wholly  owned  subsidiaries  the  company).  The  consoli¬ 
dated  financial  statements  have  been  restated  to  reflect 
(  aldor.  Venture  and  Loehmanns  as  discontinued  opera¬ 
tions.  Effective  with  the  close  of  the  1989  third  quarter, 
the  company  sold  the  stock  of  its  Caldor  discount  store 
operation.  In  connection  w  ith  the  sale  of  Caldor.  the 
company  acquired  a  20%  interest  in  The  Caldor  Corpo¬ 
ration.  the  acquiror  of  Caldor.  for  $10  million.  The 
investment  is  included  in  other  assets  in  the  consolidated 
balance  sheet  and  is  accounted  for  using  the  cost  method 
of  accounting  as  the  company  does  not  exercise  signifi¬ 
cant  influence  over  the  entity.  Also  during  the  1080  third 
quarter,  the  company  announced  that  it  plans  to  distrib¬ 
ute  the  shares  of  its  Venture  discount  store  operation  to 
May  common  shareow  ners,  pending  certain  events. 
During  the  1088  third  quarter,  the  company  sold  its 
Loehmanns  specialty  store  division.  See  Discontinued 
Operations  on  page  28. 

During  1088.  the  company  entered  into  a  50/50  part¬ 
nership  for  the  operation  of  May  Centers.  Inc.,  a  former 
wholly  owned  subsidiary.  The  company's  50%  partner¬ 
ship  investment  is  included  in  other  assets  in  the 
consolidated  balance  sheet  and  is  accounted  for  using 

o 

the  equity  method  of  accounting.  See  May  Centers 
Associates  on  page  25. 

\H  Retail  Sales  and  Revenues.  Net  retail  sales  (sales) 
represent  the  sales  of  stores  operating  at  the  end  of  the 
latest  period.  I  hey  include  the  sales  of  Foley  s  and 
Filenes  from  the  date  of  acquisition  and  exclude  the 
sales  of  divisions  w  hich  have  been  sold  or  discontinued, 
as  well  as  stores  which  have  been  closed  and  not 
replaced.  Sales  include  sales  of  merchandise  and 
services,  finance  charge  revenue  from  customer  accounts 
receivable  and  sales  of  leased  and  licensed  departments. 
Sales  are  net  of  returns  and  exclude  sales  (ax.  Store-for- 
store  sales  represent  sales  of  those  stores  open  during 
both  years.  Revenues  include  all  sales  of  all  stores  oper¬ 
ating  during  the  period. 

Proper!}  and  I  quipmenl.  Property  and  equipment 
are  recorded  at  cost  and  include  historical  amounts  for 
the  87  department  stores  sold  to  and  leased  back  from 
MCA.  See  May  Centers  Associates  on  page  25.  Property 
and  equipment  are  depreciated  on  a  straight-line  basis 
over  their  estimated  useful  lives.  Investments  in  proper¬ 
ties  under  capital  leases  and  leasehold  improvements  are 
amortized  over  the  shorter  of  their  useful  lives  or  their 
related  lease  terms. 


Preopeiiiiig  I  xpeiiso.  Costs  associated  w  ith  the 
opening  of  new  stores  are  expensed  during  the 
year  incurred. 

IlH  nine  laxes.  The  company  provides  income  taxes 
currently  for  all  items  included  in  the  consolidated  state¬ 
ment  of  earnings  regardless  of  w  hen  such  taxes  are 
payable.  Deferred  and  prepaid  taxes  arise  from  the 
recognition  of  revenue  and  expense  in  different  periods 
for  tax  and  linancial  statement  purposes.  See  Taxes  on 
page  24  for  discussion  of  the  Statement  of  Financial 
Accounting  Standards  No.  96. 

la  mini's  |Vr  Share.  Primary  earnings  per  share 
are  computed  by  dividing  net  earnings  less  dividend 
requirements  on  FSOP  Preference  Shares  and  redeem¬ 
able  preferred  stock  by  the  average  common  shares 
outstanding  and  common  share  equivalents  during  the 
period.  Fully  diluted  earnings  per  share  assumes  conver¬ 
sion  of  the  KSOP  Preference  Shares  into  common  stock 
and  adjusts  net  earnings  for  the  additional  expense 
required  to  fund  the  F.SOP  debt  service  resulting  from 
the  assumed  replacement  of  the  FSOP  Preference  Shares 
dividends  w  ith  common  stock  dividends.  The  average 
common  shares  outstanding  and  common  share  equiva¬ 
lents  used  to  calculate  fully  diluted  earnings  per  share 
w  ere  140.0.  1-+T.7  and  153.2  million  in  1989.  1988  and 
1987.  respectively.  The  February  1.  1990.  repurchase  of 
shares  from  MCA  w  ill  reduce  1990  fully  diluted  common 
shares  outstanding  by  7.2  million  shares.  See  Share 
Repurchase  on  page  27.  References  to  earnings  per 
share  relate  to  fully  diluted  earnings  per  share. 

<  a>h  I  qtmalenls.  Cash  equivalents  consist  of 
commercial  paper  and  are  stated  at  cost,  which  approxi¬ 
mates  market. 

\i munis  Receivable.  In  accordance  with  industry 
practice,  installments  on  deferred  payment  accounts 
receivable  maturing  in  more  than  one  vear  have  been 
included  in  current  assets. 

Merchandise  Inventories.  Merchandise  inventories 
are  valued  at  the  lower  of  cost  or  market  as  determined 
primarily  by  the  retail  method,  and  are  stated  on  the 
LIFO  last-in.  first-out)  cost  basis  for  department  stores 
86%  and  87%  of  the  company  s  consolidated  inventories 
m  1989  and  1988.  respectively ).  and  on  the  FIFO  (iirst- 
in.  first-out)  cost  basis  for  Volume  Shoe.  The  accumu¬ 
lated  LIFO  provision  was  $135  and  $162  million  in  1989 
and  1988.  respectively:  In  1989.  the  accumulated  LIFO 
provision  w  as  reduced  by  $5  million  resulting  from 
department  store  combinations. 

Goodwill.  Goodwill  represents  the  excess  of  cost  over 
the  fair  market  value,  at  the  date  of  acquisition,  of  net 
tangible  assets  acquired.  Substantially  all  amounts  are 
amortized  using  the  straight-line  method  over  a  40-year 
period.  Goodwill  is  presented  in  the  consolidated  balance 
sheet  net  of  accumulated  amortization  of  $27  and  $12 
million  in  1989  and  1988.  respectively. 
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I  hr  Ma\  Department  Store*  Compam  anil  Subsidiaries 


millions,  except  per  slum* 

1080 

1088 

108' 

Net  Retail  Sales 

$0,520 

$8,408 

$6,785 

Revenues 

$0,602 

$8.8‘74 

$7,480 

(lost  of  merchandise  sold,  including  occupanc\  and  buying  costs 

o.58i 

(>.008 

5.186 

Selling,  general  and  administrative  and  other  expenses 

l.ooo 

1.888 

1.568 

Interest  expense,  net 

222 

108 

80 

8.808 

8.184 

6.820 

Earnings  from  continuing  operations  before  income  taxes 

700 

600 

651 

Provision  for  income  taxes 

284 

242 

258 

Xet  earnings  from  continuing  operations 

515 

448 

808 

Net  earnings  from  discontinued  operations 

o 

-  -7 
•  >  . 

51 

Net  gain  loss)  on  disposal  of  discontinued  operations 

28 

20 

Net  earnings 

S  408 

$  584 

$  444 

Primarv  Earnings  IVr  Share: 

Continuing  operations 

$  8.75 

$  8.05 

$  2.56 

Discontinued  operations 

.05 

.88 

.28 

Cain  (Loss)  on  disposal  of  discontinued  operations 

.17i 

.20 

- 

Primary  Earnings  IVr  Share 

$  8.<>8 

$  8.68 

$  2.80 

Fully  Diluted  Earnings  IVr  Share: 

(  on  t  i n  u  i ng  op  era  t  ion  s 

$  8.64 

$  8.04 

$  2.56 

Discontinued  operations 

.05 

.88 

.22 

Gain  (Loss)  on  disposal  of  discontinued  operations 

.17) 

.20 

- 

FulJy  Diluted  Earnings  IVr  Share 

*  8.52 

$  8.62 

$  2.80 

See  the  Summary  of  Significant  Xrcounting  Mine*  anil  Notes  to  ( innsnlidated  Finaneial  Statement* 
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I  hr  May  Department  Stores  Company  anil  Subsidiaries 

rehruarv  5.  January  28. 


millions 

1000 

I08c 

\ssels 

( Orient  Assets: 

( 'ash 

S  02 

S  125 

\ccounts  receivable,  net 

2.274 

2.138 

Merchandise  inventories 

1.491 

1.518 

Other  current  assets 

125 

86 

Net  current  assets  of  discontinued  operations 

"1 

145 

Total  ( iurrent  Assets 

4.055 

3.812 

Property  and  Equipment: 

Land 

2  m 

228 

Buildings  and  building  equipment 

1.063 

1.852 

1*  limit  tire,  fixtures  and  equipment 

1.457 

1.200 

Property  under  capital  leases 

105 

106 

5.756 

3.476 

Accumulated  depreciation 

1.070) 

(070 1 

2.666 

2.506 

Goodwill 

367 

582 

Other  Assets 

2“7*7 

235 

Net  noncurrent  assets  of  discon  tin  ued  operations 

250 

502 

$7,802 

S7.637 

1  iahilities  and  Shareowners'  Kquitt 

(air rent  Liabilities: 

Notes  payable  and  current  maturities  of  long-term  debt 

$  440 

CO 

to 

Accounts  pavable 

.  706 

773 

Accrued  expenses 

604 

695 

Income  taxes  payable 

145 

02 

Total  Current  Liabilities 

1.004 

1.718 

1  .ong-term  Debt 

5.005 

2.401 

Deferred  Income  Taxes 

307 

300 

Deferred  Investment  Tax  Credit 

22 

31 

Other  Liabilities 

153 

137 

ESOP  Preference  Shares 

400 

l  nearned  Compensation 

306 

- 

Shareowners  Equity : 

Common  stock 

124 

140 

Additional  paid-in  capital 

. 

18 

Retained  earnings 

2.195 

2.883 

2.310 

3.050 

lotal  Liabilities  and  Shareowners  Equity 

S'7. 802 

$7,637 

( .omimiii  stock  ha>  a  par  value  of  $1,110  per  share.  .io()  million  shares  are  authorized:  and  loti. 8  million  shares  were  issued.  \i  February  i.  1QQ(J. 

IJ-t.  i  million  shares  were  outstanding  and  82.5  million  shares  were  held  in  treasury.  At  January  28.  |Q8Q.  HQ  \  million  shares  were  outsianditti:  and 
7.7  million  shares  were  held  in  treasury 

I  SO!’  Preference  Shares  have  a  par  value  of  $  50  per  share,  stated  value  of  $507  per  share  and  800.000  share*,  are  authorized.  Vi  February  8.  1QQ0. 
788.055  shares  convertible  into  7.880.550  common  shares  were  issued  and  outstanding. 

See  Prelerred  Stock  in  Notes  to  Consolidated  Financial  Statements  for  discussion  ol Other  preferred  stock. 

See  die  Summary  of  Significant  Accounting  Policies  and  Notes  to  Consolidated  Financial  Statements. 
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Hu*  Slav  Department  Stores  Company  ami  Subsidiaries 


( hitstanding 

\dditinnal 

Total  Share 

( :< 

unrnon  Stock 

Paid-in 

Retained 

owners 

dollars  in  millions,  shares  in  thousands 

Share* 

Dollars 

Capital 

Earnings 

Equity 

Balance  al  January  .11.  1987 

152.578 

$158 

$  179 

$2,268 

$  2.505 

Net  earnings 

- 

- 

- 

444 

444 

Dividends: 

Common  stock  ( $1. 1 1  Va  per  share 

- 

- 

- 

170) 

(170) 

Preferred  stock 

- 

- 

(4) 

(4.) 

Common  stock  issued 

1.959 

2 

50 

- 

52 

Purchase  of  common  stock 

(5.884 

(6) 

188; 

- 

(104) 

Balance  at  January  8th  1988 

149.158 

1 49 

41 

2.588 

2.728 

Net  earnings 

- 

- 

- 

584 

584 

Dividends: 

Common  stock  ■i$1.24,/2  per  share  ) . 

- 

- 

184) 

184).! 

Preferred  stock 

- 

- 

- 

- 

Common  stock  issued 

r.ibo 

17 

611 

- 

628 

Purchase  of  common  stock 

17.208 

17; 

684) 

- 

651 

Balance  at  January  28.  1989 

149.110 

149 

18 

2.888 

8.050 

Net  earnings 

- 

- 

- 

498 

408 

Dividends: 

Common  stock  ($1.38l/2  per  share  ) 

- 

- 

- 

186) 

186 

ESOP  Preference  Shares. 

- 

- 

- 

(28; 

(23) 

Preferred  stock 

- 

- 

- 

- 

- 

Common  stock  issued 

2.158 

2 

68 

- 

70 

Purchase  of  common  stock 

26.914 

(27) 

86 

(977: 

1.000 , 

Balance  at  February  3,  1990 

124.840 

$124 

$  - 

$2,195 

$  2.810 

Outstanding  common  shares  exclude  shares  held  in 

treasury:  Treasury  share  activity  for  the  last 

three  years  is 

summarized  below: 

1989 

1088 

1087 

Balance,  beginning  of  year 

7.708 

7.665 

4/240 

Common  stock  issued: 

Sold  to  May  Centers  Associates 

- 

( 14.520) 

- 

Exercise  of  stock  options 

(1.255) 

<868) 

(040) 

Contribution  to  Profit  Sharing  Plan 

(402) 

<851 1 

(212) 

Deferred  compensation  plan 

854) 

(1.882) 

(584) 

Restric  ted  stock  plan 

142.) 

(89) 

( 150) 

Contribution  to  MAYSOP 

-• 

- 

'55; 

(2.158 

17.160) 

1.050; 

Purchase  of  common  stock 

26.914 

17.208 

5,884 

Balance,  end  of  year 

82.469 

7.708 

7.665 

St***  the  Summary  of  Significant  Accounting  R>li<ie*  and  Moles  to  Consolidated  linannal  Statements. 
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I’he  May  Department  Stores  Company  and  Subsidiaries 


millions) 

1988 

198"’ 

Operating  Activities: 

Net  earnings 

$ 

-pm 

S  534  : 

S  444 

Net  loss  learnings  from  discontinued  operations  and  disposal 

r 

86 

(51) 

Net  earnings  from  continuing  operations 

515 

448 

393 

Expenses  not  requiring  the  outlay  of  cash: 

Depreciation  and  amortization 

269 

266 

212 

Deferred  income  taxes  (noncurrent:  and  ITC 

42 

31 

(3) 

Deferred  and  unearned  compensation 

21 

19 

41 

Working  capital  and  other* 

453 

320 

336) 

Discontinued  operations: 

Net  earnings . 

6 

57 

51 

Expenses  not  requiring  the  outlay  of  cash 

53 

64 

65 

W  orking  capital  and  other 

( 1 65 

(16) 

46 

288 

549 

469 

Investing  Activities: 

Capital  expenditures  . 

1 522 

(337) 

(424 

Disposition  of  property  and  equipment 

34 

22 

31 

Acquisition  of  Folevs  and  Filene’s 

- 

(1,117) 

- 

Sale  of  stores  and  divisions . 

65 

112 

173 

Investment  in  and  advances  to  partnerships  and  affiliates . 

17 

(88; 

- 

Other 

14 

8 

10 

Disec  m  ti  n  tied  c  )p  era  tic  his  : 

Capital  expenditures,  net  of  dispositions 

70 

(75) 

(67  < 

Proceeds  on  disposition 

525 

166 

- 

31 

(1.309) 

:  277 1 

Financing  Activities: 

Increase  in  notes  payable 

322 

36 

- 

Issuanc  e  of  long-term  debt 

374 

1.074 

100 

Repayments  of  long-term  debt: 

Continuing  operations . 

(205 

(183) 

(161) 

Discontinued  operations 

(14 

(3) 

(2) 

Redemption  of  preferred  stock 

- 

- 

(100) 

Issuance  of  ESOP  Preference  Shares 

400 

- 

- 

Purchase  of  common  stock 

1.090 

(651) 

(194) 

Issuance  of  common  stock 

^0 

628 

52 

Dividends 

(209; 

(184) 

(174) 

(352 

717 

(479; 

Decrease  in  ('ash  and  Cash  Equivalents 

(33) 

(43) 

(287) 

Cash  and  Cash  Equivalents,  Beginning  of  Year 

125 

168 

455 

Cash  and  Cash  Fiquivalents,  Find  of  Year 

$ 

92 

$  125 

$  168 

^Comprised  of: 

Accounts  receivable,  net  . 

$ 

(136) 

S  (205) 

S  (116) 

Merchandise  inventories 

(173) 

(76) 

(73) 

Other  current  assets 

(39; 

(31) 

65 

Accounts  payable .  . 

(67 

120 

50 

Accrued  expenses 

(17: 

100 

(19) 

Income  taxes  payable 

53 

(33) 

(106) 

Net  decrease  . 

(379) 

(125) 

199) 

Deferred  income  taxes  and  ITC 

43) 

87) 

82 1 

Other  assets,  liabilities  and  gains 

(31) 

(108) 

(55) 

Working  capital  and  other 

.  $ 

( 453 } 

-  320 1 

$  (336) 

Cash  paid  during  the  year: 

Interest 

s 

297 

S  230 

S  146 

Income  taxes . 

282 

324 

391 

Nonrash  finauring  anil  investing  activities  include  $400  million  of  ESOP  debt  and  the  related  unearned  compensation  in  0*80.  and  a  $400  million 
note  issued  in  connection  with  the  acquisition  of  Foley's  and  FileneV  and  $?4  million  of  capital  lease  obligations  in  1088  Noncash  financing  activities 
for  discontinued  operations  include  the  retirement  of  $52  million  debt  and  capital  lease  obligations  hi  1^8*-*. 

See  the  Summary  of  Significant  Xcrounting  Policies  and  Notes  to  Consolidated  Financial  Statements. 
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$10 

<) 

8 

() 

5 

4 

5 

•  ) 

l 

7l>  81  88  85  87  80 

Net  Be  tail  Sales  from 
( Continuing 
Operation*  (Billion*) 


$  550 
500 
450 
400 
850 
800 
250 
200 
150 
100 

50 

70  81  88  85  87  8<» 

Net  hamings 
from  (Continuing 
Operations  (Millions) 


*>•) 


N<‘(  Detail  Sales.  Salt‘s  were  $6.4  billion  on  a  52-week 
basis  in  1686.  an  increase  of  12.2%  over  sales  of  $8.4 
billion  lor  1688.  Sales  increases  bv  business  segment  lor 
1686  and  1688  were  as  follow  s: 


1W> 

vs.  P»88 

1<)88  vs.  108" 

Store- for  - 

Store-for¬ 

Total 

Store 

lorn  1  Store 

Department  "lures 

12."’% 

0.3% 

27.1%  5.5% 

Volume  Shoe 

8  4 

1.4 

0.3  2  2 

Total 

12.2% 

5.7% 

23.0%  4  3% 

Fin  al  1(W>  was  a  5. 

1-week  year.  1()8‘)  increase"  are  ea 

Iculated  on  a 

52 -week  basis  for  comparability. 

lotal  sales  in  1686  relleci  the  opening  of  11  new 
department  stores  and  1-H  net  new  Volume  Slate  stores. 
Total  sales  in  lc>88  reflect  the  acquisition  of  38  Foley's 
stores  and  18  Filenes  stores  on  May  1.  1688  see  Acquisi¬ 
tions  on  page 22  :.  anti  tin*  opening  of  seven  department 
stores  and  166  net  new  Volume  Shoe  "tores. 

Additional  information  bv  business  segment  i"  pre¬ 
sented  in  the  Six  Year  Summary  by  Business  Segment 
on  pages  26  and  30. 

Sales  include  finance  charge  revenue  and  leased  and 


licensed  department  sales 

as  follows: 

1080  1088 

$87 

millions 

55  weeks  52  weeks 

52  weeks 

Finance  charge  revenue 

$2<H  $244 

$2(H) 

Leased  and  licensed  department 
sales . 

575  544 

312 

Lost  and  Ivpcnse*.  Fiscal  year  1686  included  53 
weeks.  The  additional  week  of  revenues  and  expenses 
did  not  materially  affect  1686  earnings.  Cost  of 
merchandise  sold,  including  occupancy  and  buying  costs 
w  ere  $6.58  billion  in  1686  compared  to  $6.10  billion  in 
1688.  a  7.0%  increase.  The  increase  is  attributable  to  the 
higher  sales  volume.  Cost  of  merchandise  sold,  including 
occupancy  and  buying  costs,  as  a  percent  of  revenues, 
were  68.6%  in  1080  compared  to  68.7%  in  1088  and 
60.3%  in  1687.  There  were  no  significant  changes  in  the 
components  of  cost  of  merchandise  sold.  Gross  margin 
percentage  was  slightly  lower  in  1080.  As  a  percent  of 
revenues,  the  occupancy  and  buying  cost  components 
of  cost  of  merchandise  sold  improved  slightly  due  to 
expense  reductions  at  recently  acquired  div  isions,  econo¬ 
mies  achieved  primarily  through  department  store 
combinations  and  general  measures  to  control  the 
grow  th  of  expenses.  The  use  of  LIFO  reduced  cost  of 
merchandise  sold  by  .2%  of  revenues  in  1686.  compared 
to  no  impact  in  1688.  The  LIFO  method  of  inventory 
valuation  provides  a  more  accurate  matching  of  current 
cost  w  ith  current  revenues. 

Selling,  general  and  administrative  and  other  expenses 
were  $1.66  billion  in  1686  compared  to  $1.86  billion  in 
1688.  a  5.3%  increase.  The  increase  is  mainly  associated 
with  the  higher  sales  volume,  offset  bv  expense  reduc¬ 
tions.  As  a  percent  of  revenues,  selling,  general  and 
administrative  and  other  expenses  w  ere  20.7%  in  1686. 
21.3%  in  1688.  and  20.6%  in  1687.  The  decrease  in  the 


expense  rate  from  the  prior  year  is  principally  due  to 
expense  savings  at  recently  acquired  divisions,  econo¬ 
mies  achieved  primarilv  through  the  combination  of 
department  store  companies  and  general  measures  to 
control  the  grow  th  of  operating  expenses.  Vdvertising 
and  sales  promotion  costs  were  $356.  $326  and  $285 
million  in  1686.  1688  and  168“’.  respectively. 

Interest  I  xpense.  Net  interest  expense  increased  dur¬ 
ing  1686  primarilv  due  to  the  lull-year  interest  expense 
impact  of  the  May  1.  1688.  acquisition  of  Folev  s  and 
Filenes.  The  increase  in  net  interest  expense  in  1688 
over  168"  was  also  due  to  the  increased  debt  associated 
w  ith  the  acquisition.  See  Acquisitions  on  page  22. 


millions 

1080 

1088 

$87 

Interest  expense 

$2f>5 

$223 

$115 

Interest  ineome 

22 

18 

22 

( Capitalized  interest 

1(1 

,  7 

1 1 

Net  interest  expense 

$255 

$1<>8 

$  81) 

IVrmn  of  revenues 

2  4% 

•  >  •>% 

1.1% 

I  niisual  Items.  During  1688  and  1687.  a  number  of 
transactions  occurred  which  were  unusual  in  nature. 

I  best*  transactions  included  the  cost  of  integrating  major 
acquisitions,  combining  operating  divisions,  dosing 
department  stores,  the  sale  of  real  estate  and  department 
store  locations  and  other  nonrecurring  transactions.  The 
net  impact  of  all  such  transactions  was  not  material  to 
the  results  of  operations  in  either  year.  Amounts  related 
to  these  transactions  are  summarized  below: 

Families  Increase  Decrease 


Pretax 

Aft 

er  lax 

millions 

1088 

108" 

1088 

1087 

Acquisitions 

$22 

$  8 

$  14 

$  .5 

(Combinations  and  closings 

82 

13 

50 1 

17) 

Real  estate  transactions 

53 

32 

Sale  of  department  store  locations 

4? 

43 

20 

27 

Other,  net 

4 

8 

3 

4 

Net  impact  of  unusual  items 

$ 

$  14 

$ 

$11 

See  the  following  note*  for  a  further  diseussion  of  the  items  above 
Acquisitions  -  page  22:  ( Combinations  and  (Hosing"  -  page  25:  Heal 
Estate  Transactions  —  page  25:  and  Sale  of  Department  Store  Locations 
-  page  23. 

Acquisitions.  Effective  Mav  1.  1688.  the  company 
acquired  the  Folev  s  and  Filenes  department  store  com¬ 
panies  for  $1.5  billion.  The  transaction  w  as  accounted 
for  as  a  purchase  anti,  accordingly,  the  results  of  Foleys 
and  Filenes  have  been  included  in  the  companv  s  consol¬ 
idated  results  since  Mav  1  1688.  See  Long-term  Debt 
on  page  26. 

During  the  1688  second  quarter,  the  companv 
recorded  a  pretax  charge  of  $22  million  $1-4  million 
after  lax  for  costs  relating  to  integrating  Foleys  and 
Filenes.  See  Unusual  Items  on  page  22. 

During  the  168"  third  quarter.  (In*  company  recorded 
a  pretax  charge  of  $8  million  $5  million  alter  tax  for 
estimated  costs  of  integrating  department  store  locations 
which  were  acquired  from  other  retailers.  See  l  niisual 
Items  on  page  22. 


(  untbtattlttwft*  and  <  Innings.  During  the  198.9  fourth 
quarter.  tile  eompanv  announced  die  combination  of  its 
Kaufmaims  division  based  in  Pittsburgh  am  I  it  -  Sibleys 
division  based  in  Rochester.  N.V.  into  a  single  23-store 
division  operating  under  the  Kaufmanns  name.  Hie 
eompanv  recorded  a  $10  million  pretax  charge  for  the 
costs  associated  with  the  combination. 

During  the  1088  fourth  quarter,  the  company 
began  to  combine  the  O’Neils  division  in  Akron  with 
the  Max  Company  division  in  Cleveland,  combine  the 
Coldwaters  division  in  Scottsdale  primarilv  with  the 
Robinsons  division  m  Cos  Angeles  and  convert  six 
I  lulines  stores  to  Lord  N:  Taylor  stores.  The  remaining 
three  Holmes  stores  were  closed.  1  he  company  recorded 
a  pretax  charge  of  $51  million  $31  million  alter  tax  tor 
the  cost  ol  these  combinations  and  conversions.  During 
the  1088  second  quarter,  the  company  recorded  a  pretax 
charge  of  $23  million  ($14  million  after  tax  for  the  cosi 
of  closing  low-productivity  store  locations.  During  the 
038  lirst  quarter,  the  company  recorded  a  pretax  charge 
of  $8  million  $5  million  after  tax  for  the  cost  of  relo¬ 
cating  one  of  its  data  processing  centers  and  other  store 
closings.  See  l  nusual  Items  on  page 22. 

In  the  087  third  quarter,  the  company  recorded  a 
pretax  charge  of  $13  million  $7  million  after  tax  lor 
the  estimated  cost  of  closing  low-product mtv  store  loca¬ 
tions.  relocating  one  of  its  data  processing  centers,  and 
one-time  charges  associated  with  changes  in  operations 
of  selected  merchandise  classifications.  See  l  nusual 
Items  on  page 22  . 

Real  I  Male  Iraiisaclions.  During  the  089  fourth 
quarter,  the  company  recorded  a  $7  million  pretax  gain 
from  the  sale  of  a  former  store  location. 

During  the  088  fourth  quarter,  the  compam 
completed  the  sale  of  a  former  store  location  resulting 
in  a  pretax  gain  of  $10  million  So  million  after  tax  . 
During  the  088  third  quarter,  the  company  dissolved 
a  real  estate  partnership  which  was  formed  in  080  to 
manage  regional  shopping  centers.  This  transaction  also 
included  the  disposition  of  the  company's  interest  in 
certain  of  the  properties  resulting  in  a  pretax  gain  of 
$18  million  $11  million  after  tax  .  Additionally,  the 
company  sold  two  parcels  of  excess  real  estate  resulting 
in  pretax  gains  aggregating  $15  million  ($9  million  after 
tax'.  During  the  1988  lirst  quarter,  the  company 
completed  the  sale  of  three  parcels  of  excess  real  estate 
resulting  in  pretax  gains  aggregating  $10  million 
$6  million  after  tax  See  Unusual  Items  on  page 22  . 

Sale  of  Department  Store  l  oc  ations.  During  the 
1088  second  quarter,  the  company  completed  the  sale 
of  its  Max  Florida  division.  This  transaction  resulted 
in  a  pretax  gain,  net  of  transaction  costs,  of  $47  million 
$29  million  after  tax).  See  Unusual  Items  on  page 22  . 

During  the  1087  third  quarter,  the  company  com¬ 
pleted  the  sale  of  Robinson  s  of  Florida  and  the  sale  of  a 
department  store  location  in  Pittsburgh.  These  transac¬ 
tions,  net  of  transaction  costs,  resulted  in  a  pretax  gain 
of  $43  million  $27  million  after  tax  ).  In  the  lirst  quarter 


of  1987.  the  eompanv  sold  the  Sveamore  division.  1  he 
net  impact  of  this  transaction  was  not  significant.  See 
l  nusual  Items  on  page 22  . 

Pension  and  Prolil  Sharing.  Flfective  January  1. 

1989.  the  eompanv  combined  all  qualified  pension  plans 
into  one  plan  and  amended  the  plan  to  cover  suhstan- 
tiallv  all  associates  who  work  1.000  hours  or  more  per 
vear  and  have  attained  age  21.  In  conjunction  with  the 
1989  combination  of  the  pension  plans.  the  company 
settled  its  obligation  with  the  retired  participants  of 
these  plans.  As  a  result  of  the  settlement,  a  pretax  gain 
of  $8  million  S5  million  after  tax  was  recorded  in  the 
1988  fourth  quarter.  The  retirement  plan  is  noncontrib- 
utorv  and  provides  benefits  based  upon  years  of  service 
and  pav  during  employment.  I  he  company  maintains  a 
nonqualified  supplementary  retirement  plan  for  certain 
associates  and  a  foreign  retirement  plan  for  certain 
< overseas  associates. 

Pension  expense  for  all  plans  is  determined  by  the 
eompanv  based  on  information  provided  by  an  outside 
actuarial  firm,  using  assumptions  to  estimate  the  total 
benefits  ultimately  payable  to  associates  and  then  allo¬ 
cating  this  cost  to  service  periods.  Each  of  the  actuarial 
assumptions  used  to  calculate  pension  costs  is  reviewed 
ammallv.  The  following  tables  summarize  the  funded 
status  of  the  plans,  components  of  pension  expense, 
actuarial  assumptions  and  definition  of  key  terms. 


millions 

1686 

1688 

Actuarial  Present  Value  ol  Benefit  Obligations: 

Vested  benefit  obligation 

$15T 

$134 

Vm vested  benefit  obligation 

1.3 

23 

Accumulated  benefit  obligation  1  ABO 

170 

157 

Estimated  effect  of  future  salary  increases 

59 

48 

Projected  benefit  obligation  PBO 

229 

205 

Plan  assets  at  fair  value  primarily  equity 

and  fixed  income  securities 

232 

2111 

Plan  assets  in  excess  of  PB<  > 

3 

5 

Unrecognized  obligation . 

7 

7 

Unrecognized  gam  .  . 

36 

10 

Unrecognized  prior  service  cost 

20 

6 

Prepaid  Accrued  pension  cost 

f  6, 

$  11 

Plan  assets  in  excess  of  ABO 

$  62 

$  53 

As  of  Februarv  3.  1990.  die  company 

s  accrued 

pension  cost  was  adequate  to  cover,  on 

an 

individual 

plan  basis,  the  excess  of  ABO  over  plan  assets. 

millions 

1686  1088 

1687 

( lomponents  of  Pension  Expense: 

Service  cost .  .  .  .  .  if 

20 

f  18 

$  15 

Interest  on  PBl  > 

18 

2"» 

25 

Actual  return  on  assets 

-*2 

i  1 32 

16) 

Net  amortization  and  deferral 

24 

4 

10) 

Settlement  of  pension  obligations . 

- 

8 

_ 

Total  $ 

26 

$  1 

$  14 

The  components  of  pension  expense,  as  shown  above, 
were  affected  bv  the  1088  settlement  of  obligations  with 
the  retired  participants  of  the  prior  plans.  1  he  increase 
in  pension  expense  in  1089  over  1088.  after  adjusting  for 


$4  IK) 


Earnings  IVr  Shari* 
from  (  ontinuing 
Operations 


20% 


Itelum  on  \<*l 


the*  impact  of  the*  settlement,  is  principally  attributable 
to  the  increased  service  costs  related  te>  additional  associ¬ 
ates  that  became  eligible  lor  the  plan  pursuant  to  the* 
plan  amendment  and  combination. 


January  I. 


Actuarial  Assumptions: 

1660 

loao 

vm 

Discount  rate 

8.3% 

8.3% 

8.3% 

Expected  return  on  plan  assets 

8.5 

8.5 

8.5 

Salary  increase 

0.0 

6.0 

0.0 

Amortization  period  \ears> 

11 

12 

13 

Definition  of  key  Terms. 

\B0  is  the  aetuarial  present  value  of  benefits  both  vested  and 
nonvested  attributed  by  the  pension  benefit  formula  to  prior  associate 
service  based  on  current  and  past  compensation  levels. 

1*B<)  is  the  actuarial  present  value  of  benefits  attributed  by  die  pension 
benefit  formula  to  prior  associate  service  taking  into  consideration 
future  salary  increases. 

Prepaid  pension  cost  represents  amounts  paid  to  a  plan  in  excess 
of  amounts  chafed  to  earnings.  Accrued  pension  <*o>t  is  the  balance 
sheet  accrued  expense  not  yet  paid  to  a  plan. 

Net  amortization  and  deferral  represents  the  net  effect  during  the 
|>enod  of  delayed  recognition  provisions  of  SFAS  No.  87. 

Effective  January  1.  1989,  the  company  amended 
and  combined  all  qualified  profit  sharing  plans  into  one 
plan.  I  he  amended  plan  provides  for  matching  alloca¬ 
tions  at  a  variable  rate  based  upon  changes  in  per  share 
earnings,  as  defined,  of  the  company. 

In  March  1989.  the  company  further  amended  its 
Profit  Sharing  Plan  to  include  an  ESOP.  Subsequent  to 
the  amendment,  the  Profit  Sharing  Plan  borrowed  $400 
million,  guaranteed  by  the  company:  at  an  average  rate 
of  8.5%  with  an  average  maturity  of  12  years.  The 
proceeds  were  used  to  purchase  $400  million  of  a  new 
class  of  convertible  preference  stock  of  the  company 
(KSOP  Preference  Shares).  The  company  issued  788.955 
shares  of  ESOP  Preference  Shares  w  hich  are  convertible 
into  7.889.550  shares  of  common  stock.  The  shares  have 
a  stated  value  of  $50.70  per  common  share  equivalent. 
Hie  annual  dividend  rate  on  the  ESOP  Preference 
Shares  is  7.5%  and  the  shares  are  redeemable  by  the 
owner  or  the  company  in  certain  situations.  The  ESOP 
increased  net  earnings  and  earnings  per  share,  but  not 
materially. 

I  he  guaranteed  ESOP  debt  of  $400  million  is  reflected 
in  the  consolidated  balance  sheet  in  long-term  debt  as 
the  company  ultimately  will  fund  the  required  debt 
service.  An  equal  amount  was  initially  reflected  as 
unearned  compensation.  The  company’s  contributions  to 
the  ESOP.  along  with  the  dividends  on  the  ESOP  Prefer¬ 
ence  Shares,  w  ill  lie  used  to  repay  the  loan  principal  and 
interest  Interest  expense  associated  w  ith  the  ESOP  debt 
was  $26  million  in  1989  and  dividends  on  ESOP  Prefer¬ 
ence  Shares  applicable  to  1089  w  ere  $28  million.  T  here 
were  no  ESOP  debt  principal  repayments  in  1080.  ESOP 
Preference  Shares  are  allocated  annually  to  participat¬ 
ing  associates  based  iqmn  debt  service  payments  and  the 


annual  matching  allocations.  I  nearned  compensation  is 
amortized  as  principal  is  repaid  and  is  adjusted  for  the 
difference  between  the  expense  related  to  the  ESOP  and 
cash  payments  to  the  ESOP. 

The  company  s  expense  related  to  the  Profit  Sharing 
Plan  was  $15  million  in  1080.  $20  million  in  1088  and 
$18  million  in  1987.  Another  important  element  in  the 
retirement  programs  fnr  associates  is  the*  federal  Social 
Security  system  into  w  hich  the  company  paid  $186 
million  in  1080  its  matching  |x>rtion  of  the  $180 
million  contributed  by  associates. 

The  Financial  Accounting  Standards  Board  has  issued 
proposed  rules  on  accounting  for  |m»m  retirement  bene¬ 
fits.  The  adoption  of  the  proposed  rules  would  not  have 
a  material  effect  on  the  financial  statements  of  the 
company. 

taxes.  The  statutory  income  tax  rate  was  reduced  from 
46%  to  84%  effective  July  1.  1087.  by  the  Tax  Reform 
Act  of  1086  '  the  Act  .  resulting  in  a  statutory  rate  of 
80%  in  1987  and  84%  in  1088  and  subsequent  years. 

The  Act  also  eliminated  the  deferral  of  gross  profit  on 
the  installment  method  sales.  * ’froze  such  deferrals  at 
January  81.  1987.  levels  and  requires  the  payment  of  the 
taxes  over  a  four-year  period  at  the  statutory  rate  in 
effect  w  hen  payment  is  made.  I  lie  company  s  deferred 
taxes  relating  to  deferred  gross  profit  on  installment 
method  sales  were  $60  million  at  February  8.  1990.  and 
$185  million  at  January  28.  1989.  The  decrease  in  1989 
results  from  $50  million  in  taxes  paid  and  a  $16  million 
reduction  of  the  1989  tax  provision  as  a  resiill  of  the  tax 
rate  reduction. 

The  difference  between  the  statutory  federal  income 
tax  rate  and  the  effective  income  tax  rates  for  the  last 
three  vears  were  as  follows: 


1686 

l'»88 

I1 18” 

Statutorx  federal  income  lax  rale 

34.0% 

34.0% 

30.0% 

Slate  and  local  income  taxes.  net  of  federal 

tax  benefit 

4.5 

4.5 

4  0 

Amortization  of  investment 

tax  credit 

<1.0 

1 .3 1 

1  6 

Deferred  gros*.  profit  rate  differential 

(2.0 

2.2 1 

(.8 

( Capital  gains  henetii 

t  .5i 

Other,  net 

1 

1 

(.5.i 

Effective  income  tax  rale 

35.6% 

35  1% 

36  0% 

The  provision  for  income  taxes  anti  related  percent  of 

pretax  earnings  for  the  last  three  years  were 

1686 

1688 

1687 

millions  $ 

% 

$ 

% 

$ 

% 

Federal  $230 

$236 

$223 

Slate  and  local  54 

51 

38 

Taxes  currently 

pavahle  260 

36.3% 

28” 

41.6% 

261 

40  1% 

Federal  3 

32 

3 

State  ami  l«>cal 

4 

4 

Deferred  taxes  3 

\ 

3 

36 

(5.2 

7 

1  1 

Investment  tax 

credit  6 

10 

6i 

1.3 

III 

1  6 

Total  $284 

35.6% 

$242 

35  1  % 

$258 

36  0% 

24 


Ihc  provision  for  deferred  income  taxes  consisted  of: 


trti  II  ions 

1080 

1088 

108"* 

Lxcess  of  tax  over  hook  depreciation 

$  47 

$  10 

$  15 

Acquisitions  ami  combinations  reserves 

10 

25 

42 

Deferred  gross  profit  on  installment  method 
sales  . . . 

50 

52 

42 

Deferred  compensation 

4 

14 

q 

Other,  net 

10 

8 

1 

Total  . 

$  4 

$  4h 

$ 

Prepaid  income  taxes  are  classified  as  other  current 
assets.  These  amounts  were  ST)  and  $3~7  million  in  1989 
and  1988.  respectively,  and  consisted  primarily  of 
prepaid  taxes  related  to  acquisitions  and  combinations 
reserves,  insurance  and  state  income  taxes,  and  are  net 
of  the  current  portion  of  deferred  taxes  relating  to 
deferred  gross  profit  on  installment  method  sales. 

The  Statement  of  Financial  Accounting  Standards 
(SFAS)  No.  96.  'Accounting  for  Income  Taxes,  which 
was  issued  in  December  1987.  requires  the  adjustment  of 
previously  deferred  taxes  for  changes  in  tax  rates  (the 
liability  method  The  adjustment  may  be  reported  in 
income  in  the  year  of  adoption  or  prior  period  financial 
statements  max  be  restated  to  reflect  the  adjustment. 
After  adoption  of SFAS  No.  96.  future  changes  in  the 
statutory  tax  rate  will  increase/decrease  earnings  and 
shareowners  equity  and  decrease/increase  deferred 
taxes  to  the  extent  they  are  less  than/greater  than  the 
statutory  rates  they  replace.  During  1989.  the  Financial 
Accounting  Standards  Board  (FASB  delayed  the  effec¬ 
tive  date  of  SFAS  No.  96  until  fiscal  years  beginning  after 
December  15.  1991.  The  company  currently  intends  to 
adopt  SFAS  No.  96  when  required  in  1992.  T  he  FASB 
continues  to  review  SFAS  No.  96  and  is  considering 
possible  amendments.  However,  if  the  company  had 
adopted  SFAS  No.  96  in  its  current  form  in  1989.  without 
retroactive  restatement,  deferred  and  prepaid  taxes 
would  have  decreased  and  net  earnings  and  share- 
owners  equity  would  have  increased  by  approximately 
$50  million. 

Taxes  other  than  income  taxes  consisted  of: 


i  millions 
Oavroll. 

Real  estate  anil  personal  property. 
Total  . 


1080 

1088 

108"’ 

$140 

$147 

$124 

58 

57 

50 

$207 

$104 

$174 

Wcmuil*  Receivable.  During  1989.  department  store 
credit  sales  i  under  department  store  credit  programs 
were  $5.4  billion  or  64.9%  of  1989  department  store 
sales  compared  w  ith  62.2%  in  1988  and  62.9%  in  198"7. 
An  estimated  33  million  customers  hold  credit  cards 
under  the  company's  various  credit  programs.  In  addi¬ 
tion.  $725  million  in  sales,  including  sales  of  Volume 
Shoe  stores,  w  ere  made  through  third  party  credit  cards 
in  1989.  The  1989  accounts  receivable  balances  reflected 
below  include  the  53rd  week  of  1989  in  w  hich  payments 
on  customer  receivables  exceeded  credit  sales  and  other 
additions  to  customer  receivables  by  approximately 
$“70  million. 


hebruan  i.  .human  28. 

■Millions  lWO 


( Customer  receivables . 

$2,000 

Other  receivables . 

117 

KM) 

Cross  receivables  . 

2.440 

2.100 

Mlowance  for  doubtful  accounts 

b(> 

ol 

Net  receivables 

$2,274 

$2,148 

Bad  debt  expense,  including  actual  net  losses  and 
adjustments  to  the  reserves,  was  $64.  S5"7  and  S.i”7 
million  in  1989.  1988  and  1987.  respectively. 

Ollier  Major  components  of  other  assets 

include: 


February  4.  January  28. 

millions)  W 

Investment  in  May  ( Centers  Associates  $110  $  84 

Note  receivable  from  May  (.enters.  Inc.  74  “*4 

Notes  receivable  44  40 

Mav  (  enters  Vssmiates.  On  August  17.  1988.  the 
company  entered  into  an  agreement  with  PruSimon 
Associates  PruSimon  .  an  affiliate  of  Melvin  Simon 
Associates  and  The  Prudential  Life  Insurance  Company 
regarding  the  admission  of  PruSimon  to  a  50/50  part¬ 
nership  for  the  operation  of  May  Centers.  Inc.  The 
company  contributed  the  capital  stock  of  May  Centers. 
Inc.,  and  PruSimon  contributed  approximately  $550 
million  in  cash  to  the  new  partnership.  May  Centers 
Vssociates  MCA),  which  was  subsequently  used  to 
purchase  14.5  million  shares  of  May  common  stock.  See 
Share  Repurchase  on  page  27.  The  company's  invest¬ 
ment  in  the  partnership  and  its  results  of  operations 
are  recorded  using  the  equity  method  of  accounting. 
Included  in  selling,  general  and  administrative  and 
other  expenses  is  $20  and  $6  million  of  adjusted  equity 
earnings  of  MCA  in  1989  and  1988.  respectively.  I  he 
partnership  investment  is  included  in  other  assets  in  the 
consolidated  balance  sheet  and  was  initially  valued  at 
the  company's  historical  carrying  value  of  its  investment 
in  May  Centers.  Inc.  The  company’s  initial  underlying 
equity  interest  in  the  partnership’s  net  assets  approxi¬ 
mated  $550  million.  The  difference  between  the 
company  s  historical  basis  in  May  Centers,  Inc.,  and  the 
underlying  equity  interest  in  the  partnership  at  the  date 
of  formation  is  being  amortized  over  a  period  approxi¬ 
mating  the  depreciable  lives  of  the  assets  of  May 
Centers.  Inc. 

On  February  1.  1990.  the  company  repurchased 
14.5  million  shares  of  May  common  stock  from  MCA 
for  $663  million.  One-half  of  the  difference  between 
the  sale  price  of  the  company  s  stock  to  MCA  and  the 
repurchase  price  of  the  company  s  stock  from  MCA. 
representing  $56  million,  was  recorded  as  an  increase 
to  the  company  s  investment  in  MCA.  See  Share  Repur¬ 
chase  on  page  27.  On  February  1.  1990.  MCA  purchased 
37  of  the  company’s  department  store  properties  for 


20% 


Hr  I  ii  m  on  l.quily 


Net  Itook  \alur  IVr 
(  oiiiiiMNi  Shan* 


million  and  leased  thr  properties  hack  to  thr 
company  for  a  25- year  base  term.  plus  renewal  options. 
Flu*  >a  I  e/lease  back  is  accounted  lor  as  a  $3(>7  million 
loan  from  MCA.  See  Long-term  Deht  on  page  2(>. 

Accounts  Payable.  Accounts  payable  deereased 
in  1989  as  a  result  of  ilie  1989  53 rd  week  having 
payments  for  merehandise  purehases  in  excess  of 
mereliandise  receipts  of  approximately  $120  million. 

\ccrncd  I  xpeitses.  Major  components  of  accrued 
expenses  include: 

febniarx  3.  Jarman  28. 


(million*  l«W0  mo 

Insurance  costs  $101  $lii0 

Salaries.  uu|jts  mul  employee  benefit*  122  1  35 

Sale*  anil  use  taxes  00  "3» 

Interest  expen*e  -14  All 

Arquhition*  ami  combination*  25 


short-  lerm  Debt  anil  I  ines  of  (  redit.  Short-term 
Inirrowings  for  the  Iasi  three  years  are  as  follows: 


- . r .  . 

millions 

1080 

1088 

I'M** 

Baiauer  outstanding  at  year-end 

$.558 

$  36 

Average  mlere-l  rate  on  year-end 

balance 

8.3% 

8.0% 

Average  balance  outstanding 

$.312 

$  357 

$  8 

Average  interest  rate  on  average 
balance 

g  2% 

7.7% 

6,8% 

Maximum  balance  outstanding 

$732 

$1.4lo 

$102 

The  average  amount  of  short-term  borrowings  out¬ 
standing.  primarily  commercial  paper,  and  the  respec¬ 
tive  weighted  average  interest  rates  are  based  on  the 
number  of  days  such  short-term  borrowings  w  ere 
outstanding  during  the  fiscal  vear.  The  company  has 
multi-year  credit  agreements  amounting  to  $900 
million  \t  February  3.  1990.  there  were  no  amounts 
outstanding  under  these  agreements. 

I  ons:-  lerm  Debt.  Long-term  deht  and  capital  lease 
obligations  at  the  end  of  each  year  were: 

February  .1.  January  28. 

million*  1000  1*080 

<>.25%  to  14  5%  unsecured  notes.  serial  zero 


i-oufHHi  note-  ami  linking  fnml  debenture* 


due  1W0-20IH 

$2.5.34 

$2,320 

M<  A  -ale/leaseback 

.367 

5.8%  to  12.5%  mortgage  note*  and  bond* 
due  1<m<)-2000 

8<> 

04 

Total  debt 

2.087 

2.414 

(  upital  lease  obligations 

107 

too 

l.e—  current  uiaturitie* 

3.004 

01 

2.523 

122 

Total 

$3,003 

$2,401 

eompam  i-  a  50“..  partner  in  Mi  \  the  accounting  rules 
"peci I \  that  the  >ale/leasehack  he  accounted  for  as  a 
S3h7  million  loan  from  M(  \  I  lie  base  lease  term  i*  25 
years  ami  includes  lived  annual  payment*  ol  #33  million 
and  percentage  payments  based  ii|h>m  sales  above 
defined  salt's  levels.  I  lie  leases  also  provide  lor  renewal 
options.  During  1900.  the  eompam  and  MCA  expect  to 
complete  additional  sale/leasehack  transactions  ol 
department  store  properties  valued  at  about  $225 
million.  Sec  May  Outers  Vssuciates  on  page  25. 

hi  1988.  the  eompam  entered  into  capital  leases  with 
Max  Centers.  Inc.,  for  certain  department  store  proper¬ 
ties.  resulting  in  capital  lease  obligations  of  million 
payable  to  Max  Centers.  Inc.,  due  2023.  I  hese  leased 
properties  owned  bx  Max  Centers.  Inc.,  secure  a  12%. 
$74  million  note  receivable  from  Max  Centers.  Inc.,  due 
2023.  See  Other  Assets  on  page  25. 

In  June  1988.  subsequent  to  the  acquisition  of  Foley  s 
and  Filene*.  the  company  issued  $250  million  10v+% 
debentures.  $200  million  97H%  debentures  and  $150 
million  9.0%  debentures  maturing  between  1995  and 
2018.  Vdditionally.  the  companx  issued  a  $400  million 
9.5%.  10-year  note  and  privately  placed  $299  million  of 
two-  to  live-year  notes  al  rates  of  8.0%  to  9.5%.  In 
September  1988.  the  companx  issued  $175  million  107m % 
debentures  maturing  in  2018. 

The  annual  maturities  of  long-term  debt,  including 
sinking  fund  requirements,  are  $9|  SIP.  $o"\  $95  and 
$19  million  for  1990  through  1994.  respect ixely. 

The  net  hook  value  of  proper! x  and  equipment 
encumbered  under  long-term  deht  agreements  was  $”T“T 
million  at  February  3.  1990  I’nder  the  most  restrictive 
covenants  of  long-term  deht  agreements.  $90J  million  of 
retained  earnings  at  February  3.  1990.  was  restricted  as 
to  the  payment  of  dividends. 

In  connection  with  a  |98o  real  estate  transaction,  the 
eompam  sold  $105  million  of  notes  received  from  the 
sale  of  real  estate  and  bet  aine  contingently  liable  for  up 
to  $42  million  of  the  purchaser's  debt  in  the  event  of 
default. 

I  ea*e  Obligations.  The  company  owns  more  than  55% 
of  its  department  stores  and  leases  substantially  all  of  its 
Volume  Sin**  stores.  Approximately  two-thirds  of  real 
proper! v  rent  expense  was  attributable  to  \olume  SIhm* 
stores  in  1989. 

Rental  expense  for  the  company  *  operating  leases 
consisted  of: 


In  March  1989.  the  company  s  Prolit  Sharing  Plan 
borrowed  $490  million  at  an  average  rate*  of  8.5%  and 
an  average  maturity  of  12  years.  The  amount  is  guaran¬ 
teed  by  the  company  and  is  included  in  long-term  debt. 
Sec  tension  and  Prolit  Sharing  on  page  23. 

On  February  1.  1990.  die  company  sold  37  of  iis 
department  store  properties  to  MCA  for  $3h7  million 
and  simultaneously  leased  back  the  properties.  Since  tin* 


million* 

1080 

1088 

|08- 

Minimum  rental* 

$FP 

$12o 

$100 

(Contingent  rental*  based  on  defined  *ale- 
volume 

10 

lo 

20 

Heal  projHTtv  rental* 

15o 

145 

120 

E(]ui|»n('iil  rentals 

11 

18 

10 

Total 

$107 

$103 

$148 

1  uture  minimum  lease 

payments  at 

lebruarv  8. 

1900. 

were  as  follows: 

(  apilttt 

<  Iperating 

million** 

Leases 

Lea  ses 

Toiul 

$  1 4 

$  181 

$  145 

mi  .  . 

14 

125 

|8«» 

iwj 

14 

122 

180 

14 

1  r 

181 

vm 

14 

109 

128 

Un*r  199+ 

non 

880 

Minimum  least*  payment*' 

359 

$1,204 

$1,508 

Less  -  executory  eosts  im  luded  in 

miiuimim  lea>e  payments  1 

-  irti | >iii«*il  interest  roinponeni  251 

Present  value  of  net  minimum  least* 
pa\  merits  iif  w h ii  li  $5  million  i*> 
included  m  iiirrent  liabilities  $  10“ 

I  lie  present  value  of  operating  leases  was  $<>8o 
million  at  Fehruan  8.  loot). 

Properly  umler  capital  lease-*  is  summarized  helow: 

Kehmarv  I.  January  28. 

millions  1990  1 1  'H*  > 

Com  .  $105  $100 

Accumulated  amortization  811  27 

Total .  $  75  $  ”o 

Ollier  I  iabililies.  Oilier  liabilities  principally  eonsisi 
ol deferred  compensation  of  $l4l  million  and  $125 
million  at  Feliruarv  5.  1900.  and  Januarv  28.  1989. 
respectively.  I  nder  the  company  s  deferred  compensation 
plan,  elicril >U‘  associates  may  t  ied  to  deler  a  portion  ol 
their  compensation  each  vear  into  cash  and/or  stock  unit 
alternatives.  I  he  company  maintains  shares  in  treasury 
necessary  to  distribute  stock  units  credited  under  t he 
plans,  and  makes  payments  in  shares  to  settle  obliga¬ 
tions  with  most  participants  who  defer  in  stock  units. 

Preferred  din  k.  I  he  company  is  authorized  to  issue 
25. 18*+. 474  shares  of  preferred  stock  and  preference 
shares.  The  following  summarizes  the  authorized,  issued 
and  outstanding  shares  by  type: 


Issued  and  Outstanding 

dollars  in  millions 

Shares 

Authorized 

K 

$ 

Tiruarv  8. 

wo 

Shares 

January  28. 

|5i8*^ 

$  Shares 

Preferred  Stock.  no  par 
value 

51.828 

1 

12.215 

1  12.215 

$1.80  Preferenee  Stork,  no 
par  value  ... 

78.278 

0 

29.100 

2  29.100 

344%  ( iurmilaiive 
Preference  Stork.  $1.00 
par  value  per  share 

0.878 

Preference  Stnek.  $.50  par 
value  per  share,  m  the 
aggregate,  ineluding 

LSOP  shares  . 

25.000.000 

400 

■788.955 

The  Preferred  Stock  and  the  $1.80  Preference  Stock 
are  redeemable  bv  the  holder  and.  therefore,  are  shown 
outside  of  equity  and  are  included  m  other  liabilities. 

I  I le  I  .SOP  Preference  Shares  are  show  n  separately  in 
the  consolidated  balance  sheet  outside  of  shareow  ners 


equity  as  the  shares  are  redeemable  by  the  holder  or  the 
company  in  certain  situations. 

share  Repurchase.  During  the  1089  litM  quarter, 
the  company  completed  1 1  le  purchase  ol  12. 2  o  million 
shares  ol  its  common  stock  at  a  price  of  S88.0O  in  accor¬ 
dance  with  its  ‘Dutch  Auction"  tender  offer.  I  he  snares 
will  he  used  to  satisfy  conversion  requirements  of  the 
KSOP  Preference  Shares  and  for  issuance  under  the 
company  s  employee  benefit  plans. 

During  the  1088  third  quarter,  the  company  completed 
the  pun  base  ol  !.)..>  million  shares  of  its  common  stock  at 
a  price  of  S88  per  share  in  accordance  w  ith  its  "Dutch 
Auction  tender  offer.  Subsequent  to  the  purchase,  the 
company  sold  14.5  million  shares  to  MCA  for  S58  per 
share.  On  February  1.  1990.  tin*  company  repurchased 
the  14.5  million  shares  of  Mav  stock  from  MCA  at  a  price 
of  S45.DD8  per  share  the  w  eighted  average  of  all  trades 
of  Mu\  common  stock  in  New  Aork  Stoc  k  Exchange 
tradinn  on  November  20.  1089.  tin*  date  of  the  purchase 
agreement  totaling  $D(>8  million.  See  May  Centers  Asso- 
ciates  on  page  25.  During  the  period  the  shares  w  ere 
owned  b\  MCA.  the  outstanding  shares  used  in  comput¬ 
ing  the  company  s  earnings  per  share  and  shareowners 
equity  per  share  were  reduced  by  one-hall  of  the  shares 
owned  hv  MCA.  as  a  result  of  the  company  s  50%  part¬ 
nership  interest. 

(  oimnon  Siock  Dividends  and  Market  Prices.  I  he 

compam  increased  its  annual  dividend  rate  to  SI. 58  per 
share,  the  15th  consecutive  annual  increase  and  our  loth 
increase  in  15  years.  Mav  anticipates  that  \ent tire’s 
shares,  which  it  intends  to  distribute  to  May  common 
shareow  ners  later  this  year,  will  pay  an  annual  dividend 
of  about  $.00  per  May  share  .  These  combined  divi¬ 
dends  of  $1.04  per  share  would  represent  a  15.5% 
increase  over  the  current  annual  dividend  rate  of  $1.42 
per  share.  The  company  has  paid  consecutive  quarterly 
dividends  since  December  1.  1911.  I  he  annual  May  div  i¬ 
dend  of  $1.58  per  share  w  ill  he  effective  w  ith  the  June 
100()  dividend  payment. 

The  quarterly  price  ranges  of  the  common  stock  and 
dividends  per  share  in  1989  and  1988  were: 


Market  Prices 

1989 

Dividends 

Market  Prices 

1988 

Dividends 

(Quarter 

High 

1  .ow 

Br  Share 

High 

Low 

FFr  Share 

First 

mvi 

$84V« 

$  82 

$40 

$3274 

$  .287 

Second 

47  Vi 

88-78 

.851*! 

88  V> 

2844 

.32 

Third 

52Vr 

48  V  4 

.85  vl* 

3878 

3344 

.32 

Fourth 

491/4 

48v+ 

.857* 

37  Vk 

3478 

.32 

A  ear 

$52>k 

$84V8 

$1,887* 

$40 

$2874 

$1,247: 

I  he  approximate  number  of  common  shareowners  as 
of  March  1.  1090.  was  43.100. 

Stock  Option  and  Stock  Related  Plans.  I  nder  the 
company  s  common  stock  option  plans,  options  arc 
granted  at  the  market  price  on  the  date  of  grant.  Options 
to  purchase  may  extend  for  a  period  of  five  or  10  years. 


$  !  .",<) 


Dividends  IVr 
(oiiiiihhi  Share 
War  I  ihI  Kale) 


$000 


Cash  How  (Millions) 

■ 

Depreciation  ami  ( it  her 

■ 

Met  Earnings  from 
(  ontinuing  ( Operations 


may  be  exercised  in  installments  only  after  stated  inter¬ 
vals  of  time,  and  art*  conditioned  ti|>mi  continued  active 
employment  with  the  company  except  for  periods 
following  retirement,  disability  or  death.  Since  the 
option  price  is  fixed  at  the  market  price  on  the  date  of 
grant,  no  expense  is  charged  against  earnings  by  the 
company.  The  changes  in  outstanding  share  options 
were  as  follows: 


shares  hi  thousands 

Shares 

1**8** 

Grant 

Prices 

Shares 

1**88 

Gram 

Prices 

Outstanding  at  beginning 
<•1  year 

4.127 

$  --48 

4.750 

$  "-48 

Granted 

1.272 

37-50 

840 

31-36 

Exercised 

1.236. 

8-46 

860 

7-33 

Cancelled  or  expired 

723 

7-48 

612 

7-48 

Outstanding  at  end  of  y  ear 

3.435 

$  7-50 

4.127 

$  "-48 

Exercisable  at  end  of  year 

1.282 

$  7-48 

1.841 

$  "  48 

Shares  available  for 
additional  grants 

3.008 

4.504 

The  company  also  has  a  plan  under  w  hich  stock 
appreciation  rights  can  be  granted  in  connection  w  ith 
common  stock  options.  As  of  February  3.  1990.  there 
were  335,854  options  subject  to  stock  appreciation  rights. 

Under  the  1979  Restricted  Stock  Plan,  the  company  is 
authorized  to  grant  a  maximum  of  1.8  million  shares  to 
management  associates.  No  monetary  consideration  is 
paid  by  associates  receiving  restricted  stock.  Restrictions 
lapse  over  periods  up  to  10  years  as  determined  at  grant 
date.  During  1080  and  1088.  grants  of  restricted  stock 
were  177,500  and  54,100  shares,  respectively. 

shareowner  Kiidu*  Plan.  The  company  has  a 
Shareowner  Rights  Plan  (  Preferred  Stock  Purchase 
Rights),  under  which  a  right  is  attached  to  each  share 
of  the  company’s  common  stock.  The  rights  may  only 
become  exercisable  under  certain  circumstances  involv¬ 
ing  actual  or  potential  acquisitions  of  the  company’s 
common  stock  by  a  person  or  affiliated  persons.  Depend¬ 
ing  upon  the  circumstances,  if  the  rights  become 
exercisable,  the  holder  may  be  entitled  to  purchase 
units  of  the  company’s  preference  stock,  shares  of  the 
company's  common  stock,  or  shares  of  common  stock  of 
the  acquiring  person.  The  rights  will  remain  in  existence 
until  March  3.  1996.  unless  they  are  earlier  terminated, 
exercised  or  redeemed. 

Discontinued  Operation*.  The  company  sold  the 
stock  of  Caldor,  effective  October  28.  1989.  lor  approxi¬ 
mately  $500  million  in  cash  plus  the  assumption  of 
$52  million  in  debt  and  capital  lease  obligations  to  The 
( laid  or  (lor[  Miration.  Also  during  the  1989  third  quarter, 
the  company  announced  that  it  anticipates  distributing 
to  common  shareowners  of  the  company  the  shares  of 
Venture  (spin-off),  pending  certain  events.  It  is  antici¬ 
pated  that  Venture  w  ill  incur  debt  and  pay  a  dividend  to 
the  company  in  advance  of  the  spin-off. 


During  the  third  quarter  of  1980.  the  company 
recorded  a  pretax  charge  of  $5t>  million.  $23  million 
after  tax  ($.17  per  share  .  for  the  estimated  loss  on 
disposal  of  ( la  I  dor  and  Venture.  I  he  estimated  loss 
represents  the  loss  on  the  sale  of  (laldor.  plus  estimated 
transaction  costs  and  expenses  for  the  sale  of  (laldor  and 
anticipated  spin-off  of  Venture,  offset  h\  (  laldor  and 
Venture  operating  earnings  for  the  third  quarter  and 
Ventures  estimated  operating  earnings  through  the 
anticipated  spin-off  date. 

During  the  1988  third  quarter,  the  company  completed 
the  sale  of  its  Loehmanns  specialty  store  division.  I  he 
sale  resulted  in  a  pretax  gain  of  $4"*  million.  $29  million 
after  tax  $.20  per  share 

The  company's  financial  statements  presented  herein 
have  been  restated  to  reflect  (laldor.  Venture  and  Loch- 
mann's  as  discontinued  operations.  I  he  consolidated 
statement  of  earnings  includes  the  results  of  (laldor  and 
Venture  as  discontinued  operations  only  through  the 
second  quarter  of  1989.  pursuant  to  the  company  s  deci¬ 
sion  to  pursue  their  dis|M>sal.  I  he  results  of  these 
discontinued  operations,  including  (laldor  through  its 
sale  date  and  Venture  for  the  full  year,  are  shown  below. 
The  results  shown  below  include  an  allocation,  based  on 
net  assets,  of  the  company's  consolidated  interest  expense 
of  $21.  $23  and  $22  million  in  1989.  1988  and  1987. 
respectively. 


millions,  except  per  share 

1080 

1**88 

1**8" 

Revenues 

$2,441 

$3,046 

$3,068 

Pretax  earnings 

04 

'*2 

Net  earnings 

30 

57 

51 

Earnings  per  share 

28 

38 

.33 

(Quarterly  RcmiIIs  unaudited  .  (Quarterly  results  are 
determined  in  accordance  w  ith  tin*  annual  accounting 
policies  and  include  certain  items  based  iq>on  estimates 
for  the  entire  year.  Summarized  quarterly  results  for  the 
last  three  years  are  shown  on  the  follow  ing  page. 

There  are  variables  and  uncertainties  in  the  factors 
used  to  estimate  the  annual  I  .If 3)  provision  on  an 
interim  basis.  The  following  unaudited  supplementary 
information  shows  the  pro  forma  per  share  impact  of 
1.1FO  had  die  final  variables  and  factors  been  know  n  at 
the  beginning  of  each  year. 


1**8** 

1**88 

1**8" 

Pro 

As 

Pro 

As 

Pro 

As 

(Quarter 

Forma 

Rep 

orted 

Forma 

Repined 

Forma 

Repined 

First 

$  .02 

$ 

03 

$ 

$  l»2 

$01 

$  02 

Sen  >rid 

.02 

02 

.02 

01 

Third 

.02 

111 

.01 

02 

fourth 

04 

.15 

01 

06 

01 

02) 

Year 

$  to 

$ 

.10 

$  01 

$  .01 

$  03 

$  03 

millions.  except  per  share 

(Quarter 

Revenues 

(lost  of  Merchandise  S>ld 

Not  Earnings: 

(  ontinuing  operations 

Not  Earnings: 
Discontinued  operations 
l)isjH>sal  of  discontinued 
operation* 

Total 

Fully  Diluted  Framings 
IVr  Slum*: 

( 'out inning  operations 

Fully  Diluted  Earnings 
IVr  Share: 

Discontinued  operations 
Dis|)osal  of  (liscontinueil 
operations 
Total 


First 

Second 

Third 

Fourth 

1989 

Yrar 

First 

Second 

Third 

Fourth 

1988 

Year 

First 

s* 

*r<  )Ilil 

Third 

Fourth 

1987 

Yrar 

.  $2,040 

$2,042 

$2,270 

$3,238 

$o.o02 

$1,042 

$2,002 

$2.1  o'7 

$3,003 

$8.8"’ 4 

$1,092 

$1,031 

$1 .78 1 

$2.37o 

$”.480 

$1,420 

$1,438 

$1,584 

$2,133 

$o.58l 

$1,154 

$1,409 

$1,499 

$2,030 

$0,098 

$1,180 

$1. 

105 

$1,241 

$1,594 

$5,180 

$  04 

$  71 

$  97 

$  283 

$  515 

$  02 

$  50 

$  100* 

$  230* 

$  448 

$  58 

$ 

53 

$  8“* 

$  195 

$  393 

1 

- 

- 

0 

- 

4 

40 

57 

0 

8 

2 

35 

51 

(23 

23 

_ 

2‘* 

29 

- 

$  63 

$  78 

$  74 

$  283 

$  498 

$  02 

$  o3 

$  133 

$  270 

$  534 

$  04 

$ 

01 

$  89 

$  230 

$  444 

$  .40 

$  .49 

$  .09 

$  2.00 

$  3.04 

$  .41 

$  .38 

$  .08* 

$  1.5”* 

$  3.04 

$  .37 

$ 

.35 

$  .5o 

$  1.28 

$  2.56 

.01 

.00 

.05 

.04 

.03 

31 

.38 

04 

.05 

.01 

.23 

.33 

.17 

.17) 

.20 

.20 

$  .45 

$  .55 

$  .52 

$  2.00 

$  3.52 

$  41 

$  42 

$  .01 

$  1.88t 

$  3.02 

$  .41 

$ 

.40 

$  57 

$  1.51 

$  2.89 

*The  1988  third  quarter  results  include  $18  million  $.12  per  share  of  after  tax  income  and  the  1988  fourth  quarter  results  include  $18  million 
$  12  per  share  of  after  tax  expense  related  to  unusual  items  as  discussed  on  page 22 

t  Fourth  quarter  1988  average  shares  ami  equivalents  were  li\e  million  lower  than  lull-year  average  shares  as  a  result  of  the  third  quarter  share 
repurchase,  offset  hv  the  sale  of  shares  to  MCA  Fourth  quarter  1988  per  share  amounts  are  shown  using  full-year  average  shares  and  equivalents  for 
comparability  Fourth  quarter  per  share  amounts  using  fourth  quarter  average  shares  and  equivalents  were  $1-94. 

Primary  earnings  per  share  from  continuing  operations  and  in  total  were  $.01  higher  in  the  second  and  third  quarters  and  $.09  higher  in  the  fourth 
quarter  of  1989  and  $.U1  higher  in  the  fourth  quarter  of  1988. 


Notts  to  Six  S«sir  Summary  In  Ihbintss  Segment. 

Net  retail  sales  exclude  sales  of  sold  and  discontinued 
divisions  and  nonreplaced  closed  stores  in  all  periods. 
The  revenues  below  include  net  retail  sales  of  all  stores 
operating  during  the  period. 


millions 

t989 

1988 

1987 

1986 

1985 

1984 

Revenues: 
Department 
stores . 

$8,350 

$7,742 

$6,415 

$6,503 

$0,128 

$5,810 

Volume 

SllIH* 

1.240 

1.132 

1.065 

934 

097 

551 

Total . 

$9,602 

$8.8”4 

$7,480 

$7.43” 

$0,825 

$0.36 1 

Revenues  for  1989  and  1984  include  53  weeks. 

Operating  earnings  represent  LIFO  earnings  before 
federal  and  state  income  taxes,  net  interest  expense  and 
corporate  expense  and  exclude  unusual  items  and  closed 
and  sold  divisions.  Goodwill,  the  fair  market  value 
adjustment  of  property,  equipment  and  leases,  and  the 
related  amortization  and  depreciation  of  such  items 
related  to  the  1^88  purchase  of  the  Foley  s  and  FileneS 
department  store  divisions  have  been  included  in  corpo¬ 
rate  expense  and  total  assets.  Had  these  amounts  and  the 
unusual  items  been  included  in  the  operating  segments, 
operating  earnings  and  total  assets  for  department 
stores,  real  estate  and  corporate  would  have  been: 


millions  i 

1989 

1988 

1987 

1986 

1985 

1984 

Operating 

Earnings: 

Department 

stores 

$  941 

$  "ll 

$  59” 

$  513 

$  564 

$  5”4 

Real  estate 

35 

73 

33 

133 

29 

19 

Corporate 

exjK'nse 

Total  Assets: 

88) 

34) 

(31) 

121 

(76} 

(71 ) 

Department 

stores 

$0,400 

$0,004 

$4,011 

$3,904 

$3,665 

$3,326 

Corporate  and 
real  estate 

894 

1.233 

1.295 

1.609 

1.359 

1.073 

Total  assets  for  corporate  consist  principally  of  cash, 
cash  equivalents,  goodwill  and  purchase  accounting 
fair  market  value  adjustments,  the  investment  in  May 
Centers  Associates,  receivables  purchased  from  Venture 
and  the  net  assets  of  discontinued  operations. 

Net  assets  represent  total  assets  of  continuing  opera¬ 
tions.  plus  the  present  value  of  operating  leases,  minus 
current  liabilities,  excluding  the  current  portion  of  long¬ 
term  debt. 

Return  on  net  assets  by  segment  represents  operating 
earnings  plus  the  interest  component  of  operating  leases, 
divided  by  net  assets  at  the  beginning  of  the  year.  The 
N88  amounts  for  department  stores  and  total  are  based 
upon  beginning  net  assets  adjusted  for  the  acquisition  of 
Foley  s  and  Filenes. 

Capital  expenditures  for  department  stores  in  1988 
exclude  amounts  related  to  the  acquisition  of  Foley  s 
and  Filenes. 
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I  Ik-  Mas  Department  Stores  (  onipanx  ami  Subsidiaries 


millions 

l<W> 

1088 

108" 

|98f» 

l‘)8.*> 

1084 

Vl  Rrlail 

Department  stores 

$8.1<»^ 

$7.2"  1 

$3,720 

$5,292 

$4.'MI 

$4.5"o 

Volume  Shoe 

1.228 

1.182 

1.005 

034 

(><r 

548 

Total 

$0,425 

$8,408 

$0,785 

$o.22o 

$5,110 

Operating  1  aroint-  from  (  on  (inning  Oprrulionx 

Department  stores 

$  lH5 

$  702 

$  004 

$  540 

$  500 

$  522 

Volume  Shoe 

1-44 

188 

182 

188 

*r 

local 

080 

"80 

0"8 

000 

5oo 

Closed  ami  sold  divisions 

18 

10 

55 

55 

52 

Krai  estate 

35 

80 

88 

20 

20 

10 

(  orporate  expense 

85 

"1 

8" 

"0 

"1 

Interest  expense,  net 

233 

108 

80 

02 

01 

88 

l  nusual  items 

14 

12 

haniiii"*  from  nmtinuiiif'  operations  before  inrome  taxes 

$  "00 

$  t»ot) 

$  o51 

$  57 1 

$  528 

$  511 

Operating  1. aruings  from  Continuing  Operations 
as  %  of  Net  Retail  Sales 

Department  stores 

1 1 .3% 

10.9% 

10.0% 

10.2% 

10.4% 

1  1  4% 

Volume  Slim* 

11 .7 

12.2 

12  4 

14  8 

14  <1 

14.3 

Total  Assets 

Department  stores 

$3,752 

$5,807 

$•♦.1)11 

$8,004 

$.t. )><>.** 

$3,320 

\olume  Shoe 

442 

400 

:$»:$ 

88 1 

j-’1) 

240 

Corporate  and  real  estate 

1  .(>08 

1.080 

l  .•”).*> 

1.000 

l.:r>‘) 

1.073 

Total 

$7,802 

$7.08" 

$r>.()8«) 

$5,844 

$43)45 

Net  Assets 

Department  stores 

$4.”  10 

$4,848 

$8,414 

$8,280 

$8,020 

$2.?(>.-> 

Volume  Shoe 

"40 

004 

014 

520 

480 

:t.*>2 

Corjnirate  and  real  estate 

1.170 

1.120 

4"8 

"82 

007 

:iH2 

Total 

$0,035 

$0,182 

$4,500 

$4.54" 

$4,057 

$.t.4')'l 

Return  on  Net  Assets 

Department  stores 

22.8% 

10.0% 

20.0% 

20.5% 

2 1  8% 

24.1% 

Volume  Shoe 

28.0 

20.8 

81.1 

88.0 

88. 1 

33.1 

Total 

18.0% 

17.5% 

17.4% 

17.7% 

18.8% 

18.0% 

(  apilal  expenditures 

Department  stores 

$  42" 

$  275 

$  814 

$  888 

$  :m 

$  100 

V  olume  Shoe 

51 

45 

"1 

ol 

♦2 

54 

Corjwirate  and  real  estate 

44 

1" 

80 

80 

1? 

22 

total 

$  522 

$  887 

$  424 

$  485 

$  401) 

$200 

Depreciation  and  Amortization 

Department  stores 

$  208 

$  18" 

$  148 

$  1 4*7 

$  Ml 

$  12! 

Volume  Slim* 

36 

82 

21 

1? 

12 

Corporate  and  real  estate 

25 

4" 

.r 

41 

2" 

Total 

$  26‘> 

$  2oo 

$  212 

$  200 

$  i«i 

$  100 

1.110  Provision  (Credit) 

Department  Mores 

$  22 

$  8 

$  8 

$  4 

$  2 

$  5 

Net  retail  >ale>  for  108‘*  and  1084  an*  shown  above  on  a  52-week  basis  for  eomparahilii) 
*■*«•••  Notes  lo  '■'ix  Year  Summary  l>\  Business  Segment  on  pajre  20 
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The  May  Department  Stores  Company  and  Subsidiaries 


millions,  except  per  share 

1989 

1988 

198" 

1986 

1985 

Vt  Retail  Sales 

$9,529 

$8,403 

$6.  "85 

$6,226 

$5,908 

Operations 

Revenues 

$9,902 

$8,874 

$".480 

$".437 

$9,825 

(  ost  of  merchandise  sold, 
including  occupancy 
and  buying  costs 

9.581 

6.098 

5.186 

5.202 

4.775 

Selling,  general  and 

administrative  and  other 
expenses 

1.989 

1.888 

1.563 

1.572 

1.439 

luterestexpense.net 

233 

198 

80 

92 

91 

1  arnings  from  continuing 
operations  before 
income  taxes 

799 

990 

65 1 

571 

523 

Income  taxes 

284 

242 

258 

238 

23" 

\rl  earnings  from 
continuing 
operations 

515 

448 

393 

333 

289 

Net  earnings 

498 

534 

444 

381 

34" 

Dividends  on  common 

stock 

18f> 

184 

170 

131 

124 

(  upital  expenditures 

322 

337 

424 

435 

400 

Depreciation  and 
amortization 

269 

299 

212 

209 

181 

( lasli  llovx  from 
operations* 

84" 

"94 

643 

601 

527 

Per  Share 

Xef  earnings  from 
continuing 
operations j 

$  3.94 

$  3.04 

$  2.36 

$  2.10 

$  1.82 

Net  earnings! 

3.52 

3.62 

2.89 

2.41 

2.21 

Dividends  paid 

1.39 

1.25 

1.12 

1 .02 

.92 

Annual  dividend 
rate  at  year-end 

1.42 

1.28 

1.14 

1 .04 

.94 

Shareowners  equity 

18.95 

21.50 

18.26 

17.01 

15.73 

Market  price  -  high 

52.63 

40.00 

50.88 

44.13 

32.50 

—  low 

34.63 

28.75 

22.25 

31.88 

21.00 

Hnancial  Position 

Customer  accounts 
receivable 

$•>  >‘>3 

12.099 

$1,590 

$1,519 

SL578 

Merchandise  inventories 

1.491 

1.318 

1.044 

999 

1.035 

Working  capital 

2.059 

2.094 

1.821 

1.921 

1.529 

Property  and  equipment, 
net . 

2.666 

2.506 

2.037 

1.917 

1.849 

Long-term  debt,  preferred 
and  preference  stock 

3.409 

2.404 

1.111 

1.153 

1.071 

Shareowners  equity 

2.319 

3.050 

2.723 

2.595 

2.421 

Total  assets 

7.802 

".93" 

5.689 

5.844 

5.303 

Statistics 

Percent  of  revenues: 

Net  earnings  from 
continuing 
operations 

5.4% 

5.1% 

5.3% 

4.5% 

4.2% 

(  ash  flow  from 
operations* 

8.8 

8.6 

8.6 

8.1 

7.7 

Return  on  net  assets 

18.0 

17.5 

1 7.4 

17.7 

18.8 

Return  on  equity 

18.0 

18.6 

17.0 

15.7 

15.5 

Stores  Open  at  Year-End 

Department  stores  . .. 

288 

297 

258 

289 

301 

Volume  Shoe 

2.749 

2.602 

2.436 

2.210 

1.89" 

Average  Shares 
Outstanding  and 
Equivalents 

Primary 

133.9 

14"  4 

153.2 

156.9 

1 55.9 

Fully  Diluted 

140.0 

147.7 

153.2 

157.4 

156.0 

1984 

1983 

1982 

1981 

1980 

1979 

$5.18" 

$4."  1 7 

$4,185 

$3,922 

$3,382 

$3,303 

$9,301 

$5,815 

$5,205 

$4,913 

$4,504 

$4,193 

4.399 

4.033 

3.950 

3.448 

3.183 

2.9.32 

1 .393 

1.240 

1.111 

1.061 

959 

880 

88 

81 

94 

76 

91 

92 

511 

49 1 

350 

328 

304 

289 

234 

210 

190 

152 

143 

13" 

27" 

251 

190 

176 

191 

152 

327 

297 

217 

192 

19" 

154 

106 

89 

"9 

72 

95 

56 

266 

198 

210 

204 

201 

191 

160 

151 

133 

119 

105 

97 

477 

442 

360 

319 

298 

298 

$  1.79 

$  l  .94 

$  1.2" 

$  1.21 

$  1.20 

$  1.13 

2.11 

1.94 

1.45 

1.32 

1.24 

1.15 

"8 

.65 

.90 

.59 

.50 

.49 

.89 

.6" 

91 

.57 

.52 

.47 

14.50 

13.21 

11.82 

1 1 .05 

10.46 

9.72 

24.19 

21.00 

19.42 

10.9" 

9.34 

9.21 

15.04 

14.84 

7.97 

7.75 

6.00 

7.25 

$1,514 

$1,379 

$1,284 

$1,202 

$1,071 

$  981 

933 

787 

"03 

998 

906 

565 

1 .354 

1.338 

1.189 

1.046 

1.000 

886 

1.499 

1.389 

1.323 

1.257 

1.179 

1.113 

""8 

915 

940 

820 

736 

795 

2.233 

2.041 

1.756 

1.647 

1.402 

1.297 

4.945 

4.411 

3.991 

3.824 

3.335 

3.117 

4.4% 

4.3% 

3.7% 

3.6% 

3.6% 

3.9% 

7.5 

".6 

6.9 

6.5 

6.6 

9.4 

18.9 

18.3 

19.4 

15.7 

16.5 

16.9 

19.1 

17.0 

13.2 

13.7 

12.9 

12.9 

303 

300 

309 

309 

300 

291 

1 .992 

1.389 

1.279 

1.089 

978 

811 

155.4 

153.9 

150.4 

145.8 

134.3 

133.8 

155.8 

154.2 

150.8 

146.1 

134.6 

134.0 

*(ash  How  from  operations  represents  net  earnings  and  noncash  expenses  from  continuing  operations. 

•{■Amounts  are  presented  on  a  fully  diluted  basis.  Primary  earnings  per  share  were  $.11  higher  in  1989  and  $.01  higher  in  each  of  1988.  1980  and  198.>. 
All  years  included  52  weeks,  except  1989  and  198-i  which  included  53  weeks. 
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Report  of  Management.  Management  of  Max  is 
n*s|M«isihlr  for  the  preparation,  integrity  and  object ivitx 
of  die  financial  information  included  in  this  annual 
report.  I  he  financial  statements  have  been  prepared 
m  conformity  with  generallx  accepted  accounting  prin¬ 
ciples  applied  on  a  consistent  basis.  The  financial  state¬ 
ments  include  amounts  based  on  certain  estimates  and 
judgments  of  currently  available  information  and 
management  s  view  of  current  conditions  and  circum¬ 
stances.  Management  uses  the  services  of  specialists 
within  and  outside  the  cnmpanv  m  making  such  esti¬ 
mates  and  judgments. 

Management  lias  established  and  maintains  a  system 
of  accounting  and  controls  to  provide  reasonable  assur¬ 
ance  that  assets  are  safeguarded  against  loss  from 
unauthorized  use  or  disposition  and  that  accounting 
records  provide  a  reliable  basis  for  the  preparation  of 
financial  statements  and  to  ensure  that  such  financial 
statements  are  not  misstated  due  to  material  fraud  or 
error.  Ihe  system  of  controls  includes  the  careful  selec¬ 
tion  of  people,  a  division  of  responsibilities  and  the 
communication  and  application  of  formal  policies  and 
procedures  that  are  consistent  with  high  standards  of 
accounting  and  administrative  practices.  \n  important 
element  of  this  system  is  a  comprehensive  internal  audit 
program.  Management  continually  reviews,  modifies  and 
improves  its  systems  of  accounting  and  controls  in 
response  to  changes  in  business  conditions  and  opera¬ 
tions  and  to  recommendations  in  the  reports  prepared  bv 
the  independent  public  accountants  and  internal 
auditors. 

Management  believes  that  is  is  essential  for  the 
company  to  conduct  its  business  affairs  in  accordance 
with  the  highest  ethical  standards  and  in  conformity 
w  ith  the  law.  I  his  standard  is  described  in  the  company's 
code  of  corporate  conduct  which  is  publicized  through¬ 
out  the  corporation. 

Audit  Committee  of  the  Hoard  of  Director*.  The 

Board  of  Directors,  through  the  activities  of  its  Audit 
Committee,  participates  in  tin*  reporting  of  financial 
information  by  the  company.  The  committee  meets 
regularly  w  ith  management,  the  internal  auditors  and 
representatives  of  the  company's  independent  public 
accountants.  The  committee  met  three  times  during 
and  reviewed  the  scope,  liming  and  fees  for  the 
annual  audit  and  the  results  of  audit  examinations 
completed  by  the  internal  auditors  and  independent 
public  accountants,  including  the  recommendations  to 
improve  certain  internal  controls  and  the  follow  -up 
re|M>rts  prepared  by  management.  Representatives  of  the 
independent  public  accountants  and  t lit*  internal  audi¬ 
tors  have  free  access  to  tin*  committee  and  the  Board  of 
Directors  and  attend  each  meeting  of  the  committee. 


1  lit*  members  of  the  Vudit  Committee  are 
Richard  R.  Shinn  chairman  .  Kdward  II  Mever. 

Russell  K.  Rd mer.  Robert  I).  Storey.  Murrax  L. 
Vieidenhaum  and  hdwanl  K  W  hitacre.  Jr. 

I  he  Audit  Committee  rejmrt*  the  results  of  its 
activities  to  the  full  Board  of  Directors. 

Report  of  Independent  Public  \<  coimlanl*. 

lo  the  Board  of  Directors  and  Shareowners  of 
I  In*  Max  Department  Stores  ( lompanx 

\\r  have  audited  the  accompanying  consolidated  balance 
sheet  of  File  May  Department  Stores  ( lornpanx  a  New 
M>rk  corporation  and  subsidiaries  as  of  Kehruarx  8. 

1W().  and  January  28.  1(W>.  and  tin*  related  consolidated 
statements  of  earnings,  shareow  ners'  equity  and  cash 
flows  for  each  of  the  three  liseal  years  in  the  period 
ended  Kehruarx  8.  1l>(8).  I  liese  consolidated  financial 
statements  are  the  resfioiisihilitx  of  the  company* 
management  Our  res|M>nsihilit\  is  to  express  an  opinion 
on  these  consolidated  financial  statements  based  on  our 
audits. 

\\r  conducted  our  audits  in  accordance  w  ith  generally 
accepted  auditing  standards.  I  hose  standards  ret  pi  ire 
that  we  plan  and  perform  the  audits  to  obtain  reason¬ 
able  assurance  about  w  hether  the  consolidated  linancial 
statements  are  free  of  material  misstatement.  An  audit 
includes  examining,  on  a  test  basis,  evidence  >up|>ortmg 
the  amounts  and  disclosures  in  the  consolidated  financial 
statements.  An  audit  also  includes  assessing  the  account¬ 
ing  principles  used  and  significant  estimates  made  h\ 
management,  as  well  as  evaluating  the  overall  consoli¬ 
dated  linancial  statement  presentation.  We  believe  that 
our  audits  prox  ide  a  reasonable  basis  for  our  opinion. 

In  our  opinion,  the  consolidated  linancial  statements 
referred  to  above  present  fairly,  in  all  material  respects, 
the  financial  |M>sition  of  The  May  Department  Stores 
Company  anil  subsidiaries  as  of  Kehruarx  8.  1(W0.  and 
January  28.  1*WF  and  the  results  of  their  operations  and 
their  cash  Hows  for  each  of  the  three  liseal  years  in  the 
period  ended  February  8.  1W0.  in  conformity  with 
generally  accepted  accounting  principles. 

Arthur  Andersen  &  Co. 

St.  Louis.  Missouri. 

March  5.  1WU. 


It  O  \  It  I)  O  I 
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The  comfuiny's  Hoard 

Edward  1 1 .  Meyer  1  ;i* 

Murrav  E.  Weidenbaum  14 

of  Directors  is  shown. 

Chairman  of  the  Board.  President 

Director  of  die  Center  for  the 

from  left  to  right,  in  the 
order  listed. 

and  Chief  Executive  Officer  nt 

Grev  Advertising  Inc. 

Studv  of  American  Business 
and  Mall i nek rodi 

Lawrence  E.  llonig 

Vice  Chairman 

Distinguished  l  niversity  Professor 
at  Washington  L  niversity 

Bussell  E.  Painter  1  ;i 

Dean  of  The  \\  barton  School  of  the 

1  felene  E.  Kaplan  4  :> 

Counsel  to  Webster  Sheffield 

l  niversitv  of  Pennsylvania 

David  C.  Farrell  -*  ’’ 

Thomas  A.  Hays  -  4 

President 

Chairman  of  the  Board 
and  Chief  Executive  Officer 

Edward  E.  Whitacre.  Jr.  14 

Chairman  and 
( Ihief  Executive  Officer  of 

Richard  B.  Shinn  ]*  -  1 •> 

Executive  \  ice  Chairman 
of  the  New  York  Stock  Exchange 

Southwestern  Bell  Corporation 

Richard  L.  Battram 

Vice  Chairman 

Robert  D.  Storey  15 

Partner  in  Burke.  Haber  &  Berick 

Andrall  E.  ftarson  -••<-4* 

( llass  of  l(Er>8  Professor  of  Business 
Administration,  Harvard  l  niversity 
Graduate  School  of  Business 
Administration 

Jerome  l.l  .oeb  4 

\  ire  (  diairman 

and  Chief  Financial  Officer 

\Y  illiam  P  Stiritz  -  4 
Chairman  of  the  Board 
and  Chief  Executive  Officer 
of  Ralston  Purina  Company 


1  Audit  Committee 

-  Executive  Committee 

:i  Executive  Compensation  and 
Development  ( lommiltee 

4  Finance  Committee 

Nominating  Committee 

*  Committee  (  hairrnan 
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David  C.  Farrell 
( Chairman  of  the  Board 
and  Chief  Executive  Officer 

Thomas  A.  Hays 
President 

Richard  L.  Battram 
\  ice  Chairman 

Lawrence  E.  Honig 
\  ice  ( 'hairman 

Jerome  T.  Loeh 
\  ice  Chairman 
and  Chief  Financial  Officer 

Executive  Vice  Presidents 

Louis  J.  Carr.  Jr. 

CeneraJ  Counsel 

R.  Dean  Wolfe 
Real  Estate 

Senior  Vice  Presidents 

John  F.  Danahv 
Data  Processing 

Douglas  J.  Giles 
Human  Resources 

James  F.  Hamer 

Customer  Servic  e  and  Operations 

Ken  C.  I  licks 
Strategic  Planning 

Lonny  J.  Jay 
Planning  and  Reporting 

J.  Kent  McHose 
Control 


Vice  President* 

James  \hram* 

( Corporate  ( lommunieations 

Gene  E.  Bauer 
Executive  Recruiting 

James  R.  Bodemuller 
Merchandise  Information  Systems 

Ric  hard  A.  Brick  son 
Secretary  and  Senior  Counsel 

Richard  \ .  ( Causing 
Accounting  and  Reporting 

I  homas  \l.  Etzkorn 
(  a mipeiisation  and  Benefits 

\\  illiam  M.  ( axldard 

Risk  Management  and  Insuranc  e 

Frank  I),  Gunter 
Faxes 

Laurence  M.  I  lellman 
Merchandise  and  Consumer  Research 

Stephen  J.  I  lincjerberger 
(Capital  Planning  and  \nalvsis 

Mark  E.  Hood 
( 4>r[K>rate  Development 

Jan  R.  Kniffen 
Treasurer 

Stephen  J.  Lourie 
Executive  Development 

Joel  C.  Rebniann 
Credit 

Barry  S.  Silver 
Audit 

I  lenry  A.  \\  agner 

EI)P  Systems  Development 

Mark  J.  AVeikel 
Planning  and  Analysis 

Frank  J.  \\  illiams.  Jr. 

Public  Affairs  and  Senior  Counsel 
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Lord  Taylor,  \ni  M>rk 

Marshall  I  lilsberg.  Chairman  ami 
(  ihief  Executive  ( )flirer 
Ronald  K  larder.  President 

Foleys,  Houston 

Michael  Steinberg.  President  and 
( Jiief  Executive  ( )llieer 
Donald  R.  Andrus,  Chairman 

Mil)  Company,  (  alifornia 

Kenneth  I  Sokol.  President  and 
( lliief  Executive  ( )flicer 
Edgar  S.  Mangialico.  Chairman 

Hechls,  Washington.  D.C. 

Irw  in  Zazulia.  President  and 
Chief  Executive  Oflicer 
.1  W  arren  Harris.  Chairman 

Robinsons.  Los  Vngeles 

Robert  L.  Mettler.  President  and 
( Tiief  Executive  ( )llicer 
Kenneth  L.  Wilkerson.  Chairman 

kaufmano's,  Pittsburgh 

\\  illiam  T  Tobin.  President  and 
( Ihie!  Executive  Oflicer 
Gerald  A.  Sampson.  Chairman 

Famous- Harr,  St.  Louis 

Robert  E.  Friedman.  President  and 
(  luef  Executive  Ollicer 
James  \.  Hageman.  Chairman 

Filene’s,  Boston 

David  R  Mullen.  President  and 
Chief  Executive  Officer 
Carl  E.  looker.  Chairman 

May  Company,  Ohio 

Thomas  J.  Hogan.  President  and 
( Tiief  Executive  ( )flicer 
Steven  J.  Douglass.  Chairman 

(i.  Fox,  Hartford 

Eugene  S.  Kahn.  President  and 
(  liief  Executive  Oflicer 
John  L.  Dunham.  Chairman 


L.S.  Ayres,  Indianapolis 

Anthonv  J.  Torcasio.  President  and 
( lluef  Executive  ( Mficer 

May  DM:  Denver 

Joseph  S.  Davis.  Chlel  Executive 
( )flieer 

I  low  ard  Lehrer.  President 
\\  illiam  J.  Sander.  Chairman 

Meier  Frank,  Portland,  Ore. 

Judith  K  llofer.  President  and 

( ihief  Executive  ( )flieer 

J.  W  illiam  Blanford.  Chairman 

\olimie  Shoe  Corporation, 
lopeka 

Dale  W.  I  hlpert.  Chairman  and 
( 1  liief  Executive  ( )flieer 
Lhity  L.  Mick  ley.  President 

May  Merchandising  Corporation, 
Mew  ^ork 

Kenneth  Kolker.  Chief  Executive 
Officer 

Martin  Bloom.  President 
Kenneth  B.  Winfield.  Jr..  Chairman 

The  May  Design  and 
Construction  Company,  St.  Louis 

John  G.  Rutenis.  President 
John  E  Strong.  Chairman 
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C  orporate  Office 

The  May  Department  Store*  Company 
Oil  Olive  Street.  St.  Loui*.  Mo.  03101 
314  342-6300 

1090  Annual  Meeting 

I  lie  Annual  Meeting  of  Shareowners  will  he  held  at 
10  a. m..  Friday,  June  1.  in  the  ninth  floor  auditorium 
of  the  downtown  Famous-Burr  store.  (>()1  Olive  Street. 
St.  Louis.  Mo. 

Annual  and  10- K  lieports 

Copies  of  the  company's  annual  report  to  shareowners, 
the  Form  10- k  annual  report  to  the  Securities  and 
Exchange  Commission,  and  the  Form  10-0  quarterly 
reports  to  the  SEC  are  available  free  of  charge  to  share¬ 
owners  upon  request  to: 

Corporate  Communications 
I  he  May  Department  Stores  Com  pan  \ 

Oil  Olive  Street.  St.  Louis.  Mo.  03101 

C  ommon  Stock 

Shares  of  The  May  Department  Store*  Compam 
common  stock  are  listed  and  traded  on  die  New  York 
Stock  Exchange  trading  symbol  M A  and  the  Pacific 
Stock  Exchange  trading  svmhol  MA  .  The  stock  is 
quoted  as  MayDS  in  daily  newspapers. 

Shareowner  Inquiries 

Communication  concerning  div  idend  payments  and 
shareowner  records,  including  change  of  address,  should 
be  directed  to  our  transfer  agent  and  registrar: 

Boatmen  s  Trust  Company 
P  0.  Box  14708.  St.  Louis.  Mo.  631^8 
314)  231-9300 
Shareowner  Inquiries: 

800  456-9852 
3H  400-1581 

Security  analysts,  investment  professionals  and  share- 
owners  should  direct  their  financial  inquiries  to: 

Mr.  Jan  R.  Kniffen 
V  ice  President  and  Treasurer 
The  May  Department  Stores  Company 
Oil  Olive  Street.  St.  Louis.  Mu.  03101 
(314)  342-0413 


*6 


